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Introduction 
Whither Globalisation? 


¥.V. Krishna Rao and D. Narasimha Reddy 


The Process : 


Over the last two decades, globalisation has emerged as an 
overwhelming buzz word. The objective of this collection of papers is to go 
behind the backs of the buzz; to unravel what this has meant to the lives and 
livelihood of hoards of people all over the world; and why and how, they are 
trying to resist the onslaught, in their efforts to change the contours of this 
process of the so called globalisation. There are many popular and 
fashionable proponents, occupying vantage positions in media, for whom 
globalisation represents the triumph of laissez faire on a world scale - an 
end of history! And it is projected as a natural phenomenon, “unfolding 
from everywhere at once with no centre and no descernible power centre”. 
For them, it is a global reality which is “a fluid, infinitely expanding and 
highly organized system that encompasses the world’s entire population” 
without any privileged positions or places of power. The message is that a 
world without barriers for investment, driven by private initiative and aided 
by free markets would bring prosperity everywhere, more so to the poor 
countries which did not either too have free access to global markets. N othing 
can be farther from truth than this propaganda about globalisation. 


The truth is, as people are quick to perceive it, globalisation is 
“another word for the reach of American imperialism, the power of financial 
markets, the spread of capitalist social relations, the intensification of 
exploitation and vast growth in social inequality”. The characteristic features 
of the present phase of globalisation is that of minimizing the role of nation- 
State in the arena of economic and social concerns; undermining 
differentiation of national economies into developed and underdeveloped 
countries; and overplaying the differentiation of economies into efficient 
and inefficient ones. Capital in all its forms, more so as capital-in-finance, 
is free to move across the national space, but labour is not free to move 
under the guise of citizenship of individuals and sovereignty of nations. 
Free market and competition are the imagined panacea. The whole ideology 
of competitiveness serves to divide and rule workers, both domestically and 
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of this procedure had been accepted as inevitable. In Seattle, Third We 


delegates, perhaps emboldened by the presence of the demonstrators, publ. 
criticized it.’ The role of QUAD could be seen much better in the ligh 
what Prabhat Patnaik, in this volume, calls as ‘superstate’. Still the me 
can go along the line that globalisation has no ideological or political po 
behind it! Mercifully people are not blind, and hence the intensificatior 
the resistances. 


The Resistance : 


There is no wonder that as the viel of secrecy is removed, there 
widespread protests against the institutions behind globalisation. “Th 
protests have provoked an enormous amount of soul-searching from th 
in power. Even conservative politicians such as France’s President, Jacq 
Chirac, have expressed concern that globalisation is not making life be 
for those most in need of its promised benefits. It is clear to almost every 
that something has gone horribly wrong. Almost overnight, globalizat 
has become the most pressing issue of our time, something debated fi 
boardrooms to op-ed pages and in schools all over the world.” (Stiglitz 201 
One of the biggest beneficiary of stock market speculation, George So 
himself recognises the amoral character of markets and feels that corpo: 
“freedom” is producing disastrous outcomes for economies around the we 
and creating the threat of global collapse (Tabb 2002). Alarms are soun 
on the strength of the protest movements. Fortune (May 15, 2000) obser 
“Movement appears to have legs. The world’s financial and corporate el 
would do well to listen up.” The Economist (September 24, 2000) | 
candid: “....it would be a big mistake to dismiss this global militant tende 
as nothing more than a nuisance, with little potential to change things 
already has changed things...” 


The protest movements, often described as “creative confrontatic 
opposition to capitalism” have already challenged the credibility of I 
policies. For the IMF, Latin America’s current plight is the latest disaste 
a litany of emerging market crises over the past decade — from Mexi 
currency crisis in 1994-95 to the Asian financial crises of 1997-98 
Russia’s default in 1998. Cumulatively these have already deeply det 
the organisation’s credibility as a font of good economic advice ( 
Economist, September 28, 2002). The onslaught on the fund by a hos 
well meaning 'Third Wave' economists like Joseph Stiglitz and with m 
more ferocity by the protest movements, the fund itself had to recognise 
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need for Independent Evaluations Office, though the larger demand is to 


close the fund. 


Given the deeper interests in seeing a market driven global order in 
secure place, it is too simplistic to conclude that the corporate capital and 
the institutions at their behest would easily concede space for alternative 
world order demanded by the protestors. The resistance movements have 
made an emphatic point that “there is an alternative”. To make the vested 
interests behind globalisation to concede and bring that on to the agenda is 
still a long struggle ahead. Globalisation, indeed, is a political process. 
“The struggle to define its meaning will structure much of the politics of the 
twenty-first century.” 


The Challenge : 


The politics of resistance movements is fraught with formidable 
challenges because of the complex nature of the present globalisation which 
is firm-centred than state-centred; it is at once global and decentred; it is de- 
territoralised and at once in ‘virtual space’ as much as in ‘actual places’, and 
the international finance capital moves in hyperspace and the real time 
operation makes it ‘virtual company’. Globalisation is not only at the behest 
of the ‘superstate’ but has multiple nodes including international multilateral 
institutions. Faced with such a formidable virtual corporate world are the 
scattered, disparate, unorganized, and unprotected masses of informal 
workers, peasants and farmers. Therefore it, would be dangerous to 
underestimate the powers of capital to fragment, divide and differentiate, to 
absorb, transform and exacerbate ancient cultural divisions, to produce spatial 
differentiations within the overall homogenisation achieved through wage 
labour and market exchange. The rallying of the local, national, regional 
and global resistance movements around an agenda of action and bridging 
oragnisational alliances across different levels are formidable tasks. It is 
also necessary to recognise that the universalites of class struggle originates 
with the particularity of reason and that class politics must translate back to 
that person in meaningful ways. The alienation of the individual is, therefore, 
an importanat begining point for politics and it is that alienation that must 
be overcome...that alienation cannot be addressed except through collective 
struggle and that means building a movement that reaches out across space 
and time in such a way as to confront the universal and transnational qualities 
of capital accumlation. Ways have to be found to connect the microspace of 
the body with the macrospace of what is now called ‘globalisation’. The 
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resistance movements have thrown up issues which may become the bas 
for acommon agenda to counter the forces of globalisation. These incluc 
the debate to include exclusion of certain social needs fro: 
commercialization, whether inside or outside WTO; debating the IMF » 
the context of unconditional cancellation of third world debt; to place ¢ 
the agenda capital controls, including democratic control over what is dor 
with that capital within the national territories; the right of societies to prote 
from the vagaries of the unregulated markets; the rights of labour c¢ 
protection against unemployment; the power of the state against distortiot 
of the markets; and the imposition of Tobin tax on speculative capital flow 


' The Papers : 


The present volume contains eight papers, some of which we: 
presented at a Seminar on “Global Resistance Against Capitali 
Globalisation” held at Neelam Rajasekhar Reddy Research Centr 
Hyderabad. Y.V. Krishna Rao, drawing reference to Istwan Meszaros wi 
revived Rosa Lukemburg’s question of “Socialism or Barbarism?” in th 
present context, sees in the resistance to globalisation a beginning of th 
end of the ascendance of capitalism. But yet, he agrees that the prese: 
globalisation is turning out to be potentially deadliest phase with th 
aggressive policies of the US in the name of anti-terrorist moveme: 
bordering on barbarism by way of trampling on the sovereignty of oth 
nations and rubbishing the aspirations of the poor for development wi 
justice. The hope is in the emerging resistance on a world scale as seen | 
social movements involving workers, peasants, middle classes, women, sméz 
producers, and ecologists, and resorting to, what he call as, ‘extr: 
parliamentary protest’ in the form of mass strikes, land occupation, ar 
guerrilla movements. 


D. Narasimha Reddy’s paper contextualises the present phase « 
globalisation as the one at the helm of interests imperial. It briefly refers ' 
the impact reflected in the retreat of the state from the domains of econom 
and social justice, shrinking democratic space, abrogation of basic right 
exasperating inequalities and unsustainable ecological damages. It turns | 
a broad survey of emerging world-wide resistance movements in the 1990 
which have taken various forms, ranging from the strikes and working cla 
protests including the widespread organization and mobilization of wome 
workers and peasant and farmers’ protests against WTO and peasa: 
mobilization in favour of alternative democratic forms of self-governanc 
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The author draws attention to the sections of corporate capital realizing that 
the movement has legs. Towards the end, he discusses the need for a clear 
perception on the ontology of resistance. Going along the line that it is not 
enough to list a ‘litany of sins’ of globalisation, the paper dwells on the 
drastic difference of the present phase of globalisation —that it operates not 
as much as in geographical space but in social and economic space; that the 
units in the process of inclusion and exclusion are no longer national but 
could be groups across the national space and that these characteristics 
necessitate not only local as much as global resistance but also bridging of 
the gap between these levels of resistances. 


Prabhat Patnaik elucidates the forces and processes that shape the 
nature of international politics in the present phase of globalisation. Drawing 
on Lenin’s proposition that different phases of ‘international state system’ 
throws up different patterns of international politics, he explains the 
hegemony of a handful of states over other imperialist nations. In the present 
phase, it is not capital-in-production that is command but capital-in-finance. 
To protect the interests of finance capital, there emerges an international 
state system in which a world ‘superstate’ is super imposed on other nation 
states. The superstate is not a single state but a whole set of imperialist 
nation-states coming together to establish global hegemony in unison. The 
global system accentuates poverty and causes economic retrogression which 
in turn engenders resistance. The superstate turns authoritarian against these 
resistance movements and this process may even transgress the sovereignty 
of nation-states. And, thus, emphasizes the need for stronger resistance 
movement to change the terms of the present global system. 


Rama Melkote’s paper discusses the erosion of the power of the 
state by devalorising it to share power in the economy and society with 
international institutions and through tacit delegation of responsibilities to 
the market and civil society institutions like NGOs. In the Indian context, 
the author draws attention to the shift from Nehruvian idealism to the National 
Democratic Alliance’s (NDA) real politics, resulting in the minimal state 
which is under the tutelage of multilateral institutions like IMF, World Bank 
and WTO, and the international capital. Under deeply embedded social 
inequalities, civil society becomes an arena of contestation between those 
who have access to institutions of state power, and the marginalized, who 
do not have such access. The failure of the State in transforming the structural 
constraints have eroded the institutions for democratic decision making by 
the people. The answer of moving towards more democratic society lies, 
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according to the author, in the emergence of movements transcending cas 
communal and class solidarities. 


M. Kothanda Ram chooses Gramscian framework as a useful t 
for analyzing the political dynamics in the third world in the context 
globalisation. He analyses the state with relative autonomy subserving 
interests of the ruling classes. State acts in the interest of the ruling clas 
and apparently in the interest of the subalterns as well, in the process 
enlisting their support to the ruling classes. And the latter is a hegemo 
process that manifests in the superstructure as a cultural process. A 
challenges to the hegemony of the dominant classes are sought to be contair 
by the “passive revolution” of the state through programmes for 1 
subalterns. Turning to the Indian context, he describes the transition fro 
the state-led economic development to reforms emphasizing the role 
market. But the progressive movements all over the country face a dilemn 
They find it difficult to demand bringing back the very welfare policies 
which they were critical earlier. The author suggests, the Gramsci 
framework helps to locate welfare measures in its proper historical conte 
The struggle for welfare programmes, he feels, acquires democratic conte 
only in the light of a transformative perspective. 


G. Krishna Reddy discusses the breakdown of institutions in t 
ideological and existential realms in the face economic reforms in the cont 
of Andhra Pradesh. The present government in the State marks a shift frc 
earlier welfare oriented policies to a kind of ‘competitive populism’. T 
agenda of reforms in the state, actively assisted and promoted by the Wo: 
Bank, demonstrates, what the author calls, ‘short-termism’ which is t 
opposite of the long term goals of the state enshrined in the constitution. 
the process, the reforms have reduced the citizen as one with certain righ 
which need to be protected to one as consumer of services for which 
should be capable of paying user charges. The erosion of democrai 
decentralized institutions like Panchayats is accentuated by me 
multiplication of institutions for water, forests, health etc. as mere formalitie 


) K. Chakradhar Rao’s focus is on ‘global development model’ a: 
its adverse consequences which could only be overcome by resistan 
movements. Globalisation model creates an illusion of development | 
promoting consumerism and leads to degradation than development. Glot 
resistances, the author observes, like the protests at Seattle, Washington ai 
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counter movements like the World Social Summit at Porto Alegre, are the 
antidotes to the ‘global model’. 


K. Venkateswara Rao’s paper analyses the finance capital that defines 
the character of globalisation. He makes certain proposals to contain the 
adverse impact of finance capital. 


These papers together contain certain basic characteristics of present 
globalisation and people’s response to this process in various forms of 
resistance movements. The critical turn is to translate these mobilisations 
into concrete alternative agenda and carry it forward to change the terms of 
globalisation that restores the rights of the people in deciding the direction 
of their destinies. Though the battles against globalisation are fought at all 
levels across the globe, the process of concretisation needs to recognise the 
legitimacy of the nation as the terrain of sovereignty and domain of autonomy. 


The paper writers, besides being eminent scholars of social sciences, 
are well known for their larger social concerns. In spite of their compelling 
other commitments, they have cooperated with us by making their papers 
available at a relatively short notice. We are greatful to them. We hope, their 
efforts are socially well rewarded once these papers reach wider public. 


1 


Imperial Globalisation and Fight for Alternative 
Y.V. Krishna Rao* 


Let me at the outset thank you all, for responding to our request 
participate in the Seminar on such an important and urgent topic "Glot 
Resistance against Capitalist Globalisation". People in all countries of t 
Globe are rising against the unbridled imperialist globalisation and agai 
the US and its aggressive hegemonic super power attempts to establish 
global governance with its unlimited economic, financial, political, milite 
and destructive power. 


The seminar has the objective of analyzing these ongoing glot 
processes and their impact on the economic and human development of t 
underdeveloped countries, in order to have a clear perspective of the peopl 
struggles. 


We are living within "The potentially deadliest phase of imperialist 
according to Istvan Meszaros, the author of Beyond Capital: Socialism 
barbarism. According to his analysis the period of capitalism's histo 
ascendance has now ended. Capitalism has expanded throughout the glot 
but in most of the world it has produced only enclaves of capital. There is 1 
longer any promise of the underdeveloped world as a whole "Caching-u 
economically with the advanced capitalist countries or even of sustain 
economic and social advance in most of the periphery. Living conditions 
the vast majority of workers are declining globally. The long structural cris 
of the capitalist system, since the 1970s, prevents capital from effective 
coping with its contradictions, even temporarily. The extraneous help offer 
by the state is no longer sufficient to boost the system. Hence, capita 
“destructive uncontrollability" - destruction of previous social relations al 


its inability to put anything sustainable in their place -is coming more a! 
more to the fore. 


Peet ernsreersscoe ee 
* Director, N.R.R. Research Centre, Hyderabad-32. Inaugural Address to the Seminar 


‘Global Resistance Against Capitalist Globalisation" held on 9 August 2002, 8th Dea 
Anniverssary of Com. Rajeswara Rao. 


) 
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Never have the words "Socialism or Barbarism"once eloquently 
raised by Rosa Luxemburg, taken on more global urgency than in the present 
day. Among the disquieting developments that Socialism or Barbarism points 
to, are the enormous toll in Iraq civilian causalities during the war on Iraq 
and the death of more than half a million children as a result of sanctions 
since the war; the military onslaught on and occupation of the Balkans: the 
expansion of NATO to the East; the new US policy of employing NATO as 
an offensive military force that can substitute for the United Nations; US 
attempts to further circumvent and undermine the United Nations: the 
bombing of the Chinese embassy in Belgrade; the development of Japan- 
US Security Treaty aimed at China; and the growth of an aggressive US 
Military stance with regard to China-increasingly seen as the emerging rival 
superpower. 


America has unilaterally abrogated the Anti-Ballistic Missile Treaty 
and further it has announced its plan to build the notorious National Missile 
Defence (NMD) system. US Military occupies territory in no less than 69 
countries through its military bases. This number continues to expand. 


According to Meszaros over the longer run, even the present apparent 
harmony between the United States and the European Union cannot be taken 
for granted, as the United States continues to pursue its quest for global 
domination. Nor is there an answer to this problem within the system at this 
stage in the development of capital. Globalization has made a global state 
imperative for capital, but the inherent character of capital's social metabolic 
process, which demands a plurality of capitals, makes this impossible. "The 
potentially deadliest phase of imperialism" thus has to do with the expanding 
circle of barbarism and destruction that such conditions are bound to produce. 


In this context it is very pertinent to take note of how US imperialism 
has responded to the terrorist attack on World Trade Centre in New York 
and Pentagon in Washigton on 11th September 2001. The US responded 
not through a process of global constitutionalism, nor in the form of a mere 
police action, but imperialistically by unilaterally declaring war on 
international terrorism and setting loose its war machine on the Taliban 
government in Afghanistan. George Bush, the US president with 
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hegemonistic arrogance declared:"All those who would not stand with t 
are considered to be being with the terrorists". 


The new war on terrorism, Washington has declared, may requi 
US military intervention in numerous countries beyond Afghanistan, wi 
such nations as Iraq, Syria, Sudan, Libya, Indonesia, Norht Korea, Malays 
and the Philippines already singled out as possible locales for furth 


interventions. 


American Secretary of State Colin Powell (News Time 20.03.200 
said the war against terrorism, will continue, even beyond “our lifetime 
On the war on terrorism, Bush said a quick victory was not to be expect 
as long as there are people out there who are willing to kill innocent peop 
to pursue their objectives. Bush had earlier said this was not a compais 
that will be finished in a week or a month or perhaps even a year. So tl 
President likes to say we have got them on the run and we are going to kee 
after them. But to think we should be able to pull out the entire internation 
infrastructure of terrorism in a few months' time is not a reasonab 
assumption. And the President knew it and that's why he committed th 
nation for a long haul in order to defeat terrorism, Powell said. 


All of this, coupled with a world wide economic downturn ar 
increased repression in the leading capitalist states, seems to suggest th. 
capital's "destructive uncontrollability" is coming more and more to the for 
Imperialism, in the process of blocking auto centric development i.e., | 
perpetuating the development of under development in the periphery, he 
bred terrorism, which has blown back on the leading imperialist state itsel 
creating a spiral of destruction without apparent end. 


By any objective standard, the United States is the most desructi\ 
nation on earth. It has killed and terroized more populations around th 
globe than any other nation since the Second World War. Its power fe 
destruction is seemingly unlimited, armed as it is with every conceivab! 
weapon. Its imperial interests, aimed at global hegemony, are virtuall 
without limits. In response to the terrorist attacks in New York an 
Washington, the US Government now has declared war on terrorists, wh 
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reside in more than sixty countries and also threatening military action against 
the governments that harbour them. 


How are we to view these developments except as the growth of 
imperialism, barbarism and terrorism, each feeding on the other, in an age 
in which capitalism seems to have reached the limits of its historic 
ascendance. Under these circumstances, what remaining hope there is for 
humanity lies with the emergence of popular struggles world over including 
even within the United States to prevent Washington from continuing its 
deadly game. 


In the new phase we are already witnessing the rise of struggles 
involving the working pedople who are victims of the system. Landless 
peasants in Brazil; wage earners and unemployed in solidarity in some 
European Countries; unions that include the great majority of wage earners 
(as in Korea or South Africa); young people and students carrying along 
with them the urban working classes (as in Indonessia) - the list is growing 
longer every day. These social struggles are bound to expand. They will 
surely be very pluralistic, which is one of the positive characteristics of our 
time. No doubt this pluralism stems from the accumulated results of what 
has sometimes been called the "New Social Movements"women's 
movements, ecological movements, democratic and cultural movements. 
They will, of course, have to confront serious deterrent obstacles, depending 
on time and place. 


Apologists of Neo-liberalism weaved new stories, and ascribed 
miracles to the so called "new economy" which they claim, started in mid- 
nineties with digital technological revolution. With this, they claimed the 
end of class struggle, the end of revolution, the end of imperialism, the end 
of dissent, and the end of business cycles. Some of them further claimed 
that the New Economy of the information age would usher in gentler, kindle, 

Virtual capitalism. 
In the same manner, lackeys of neo-liberalism shamelessly propagate 


baseless untruths that globalisation has displaced capitalism, the nation state, 
imperialsim and clas struggle. They further state that the whole world has 


become a global village. 
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The "Globalist View" that describes the world market as made t 
of integrated and inter- dependent national economies was totally demolish 
by the events leading to and following the collapse of the Asian economie 
when insolvent loans led to massive bankruptcies among banks ar 
enterprises. Asian regimes putting out the begging bow! to the big banks | 
Europe, North America and Japan hi ghlighted the nature of imperial relatio 
in the so called globalized economy. US and European TNC buyouts” 
large Asian corporations for a fraction of their previous values, under t] 
dictates by US and European leaders of the terms of refinancing, furth 
highlight the imperial nature of interstate relations in the world econom 
The outcome of the Asian and Latin American crises in which the poor lo 
and the imperial financiers won, describes not "integration" and inte 
dependence but rather subordination and imperialism. The inequalities al 
exploitation that define the interstate system illustrate the utility of t 
imperial over the Globalist conceptual framework. 


A good illustration of how "crises" have benefited uie US ai 
European Empire is further found in the takeovers of profitable enterpris: 
In 1998, US and European TNCs invested $47 billion in purchansi: 
Brazilian firms. In 1999, with the debt, devaluation and depression in Braz 
Euro-American companies there, made more lucrative purchases. In Sot 
Korea over 53 percent of US foreign investment was directed at taking 01 
existing operations from Korean nationals. In 1998, Japanese indust 
declined by 6.9 percent; the US banking and finanacial corporations ma 
deep inroads into the Japanese financial and real estate market. 


Resistance on a World Scale 


At the present time millions of people adversely affected by corpor. 
capitalist globalisation - workers, peasants, middle class, women, eth 
minorities, ecologists, small scale industrialists - are rising against Ne 
liberalism, neo-colonialism, re-colonization of imperialism, in all corn 
of the globe, and the class struggle has sharpened. These realities of the 
speak eloquently against the utter falsehood of the ideologues of imperialis 
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Sess ssesssssssssssssesssssshsstssesssssassssseenenmensenes 


A review of resistance to globalist politics must take into account 
the great variety of social forces that have the lead in different socio-economic 
situations , with varying degree of intensity and a broad gamut of strategies. 
Nonetheless, certain general tendencies are evident beyond national and 
regional specificities. 


As a result, all the groups adversely affected by globalization have 
turned towards extra-parliamentary activities and organization of general 
strikes in France, Italy, Argentina, Brazil, Bolivia, South Korea; land 
occupations in Brazil, Paraguay, Elsalvedor, Mexico, Colombia, Gutemala; 
urban revolts in Venezuela, the Dominican Republic, Argentina; and guerrilla 
movements in Mexico, Colombia, Peru and Zaire. Extra parliamentary 


movements have become the chosen form of expression. 


The second characteristic shared by opposition groups is that all 
start as movements to defend rights and interests threatened by the globalist 
ruling classes. Whether to protest loss of employment, privatisation of public 
enterprises, or cuts in social security programmes, living standards, pension 
plans or public educational facilities, the initial point of confrontation is 
over the aggressive rollback. Provoked by Globalist appropriation of new 
sources of profits and reduction of wage costs, the movements respond. 
Within this common defense of past popular gains, some of the movements 
have taken the offensive and sought to advance towards structural changes. 
The peasant movements of Chiapas, Mexico, the Landless Workers 
Movement (MST) in Brazil, the Reolutionary Armed Forces of Columbia 
(FARC), the peasant movement and the cocoa farmers of Chapere, Bolivia, 


_ Show that there is a growing anti-Globalist and even incipient anti-capitalist 


consciousness among the most movements currently engaged in defensive 
struggles. 


Apart from the common feature of resistance to globalization, several 
points should be kept in mind. First, opposition is uneven among countries 
and within countries. Opposition in Europe and, in particular, France is 
obviously more advanced than in, say, the U.S., and in Brazil, and Mexico 
the oppositon is more advanced than in Chile or Peru. What distinguishes 
the level of struggle or the levels of political awareness, the traditions of 
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struggle, the internal structure of mass organisations, and the insurgent 


bureaucratic origins of the opposition. 


In our country, we are witnessing a number of struggles of work 
class, particularly of public sector workers, and employees of banks < 
insurance companies, of farmers and agricultural workers, central and st 
government employees who have been fighting against the I.M.F., We 
Bank and WTO dictated policies of liberalisation, privatisation < 
globalisation and against the surrender of NDA government to the imperia 
pressures and against its anti-people policies. 


A very broad platform “WTO - Virodhi Jan Abhiyan’ was formec 
fight against the anti-third world countries regime of the WTO, Count 
wide demonstrations, dharnas, Road and Rail roko struggles of peasa 
and agricultural labour were taking place. Mention should be made of. 
heroic struggles of bank and insurance employees, 57 days strike of BALC 
workers against the dismantling of state electricity boards, heroic 26 d: 
strike of RTC employees in AP and the proposed country-wide general str 
of the working class and employees on April 16th, 2002 shows | 
determination of the Indian working class, peasants, employees and ot 
toiling sections to fight back the neo-colonial, neo-imperialist, < 
recolonisation policies of the imperialist forces. 


In the same manner, what we are now witnessing is not an int 
dependent world, but a cruelly exploited world by a few imperialist poweé 
Today, the world is witnessing deep capitalist structural crisis, with e 
increasing bankruptcies of the corporates, with increasing closures 
enterprises and lockouts; and large scale retrenchment of millions of work 
and employees, thus, adding to the ever increasing reserve army of | 
unemployed. Inequalities have increased between countries, and within 
countries, with massive accumulation of capital on the one si 
impecuniousness of people, at the other end. 


This seminar has been organized to get a clear, picture, if possi 
common understanding, of the various ongoing processes and trends 
capitalist globalisation and to launch a vigorous compaign to demystify 
terminology used by imperialist ideologues and expose their ulterior mot 
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~and also to mobilise the intellectuals, working people, peasants and others, 


to strengthen the ongoing world-wide Struggle against imperalist 
globalisation and for a better alternative. 


For this purpose I think we may have to go deep into the peoples 
resistance-class wise, section wise, and also country wise. The hope is that 
this gathering of experts and experienced intellectuals will address all these 
and other important problems of our own people and the people worldwide. 


2 


Globalisation, its Discontents and the Power 
People’s Resistance 


D. Narasimha Reddy* 


The main objective of this essay is one of self-clarification or 
phenomenon of globalization, its effects, and the nature and contents 0 
resistances emerging in response to it. The first section discusses the pro 
and the project of globalization. The second section is a brief descriptic 
the impact of globalization. The third section refers to some of the emer 
forms and types of resistances against globalisation. The fourth section r 
to the ontology of resistance once and makes some observations on 
nature of the present globalisation in contrast with the past imperi 
expansion. It takes note of the need for alternative forms of resistances 
the consolidation of the process of globalisation from below. 


I 
Process of Globalisation 


A process of expansion similar to what is described as “globalisa 
has always been associated with the development of capitalism. Bro 
the ‘materialist European expansion’ of 1500-1800 and the ‘imper 
expansion’ of 1800-1950 are part of capitalist expansion (Amin, 2( 
although the ‘imperialist phase’, akin to the present ‘globalisation’, is kr 
for faster pace and spread of capitalism. We confine here to the pre 
phase of ‘gloablisation’, a phenomenon unfolding during the last quart 
the last century, beginning with late 1970s. We may begin with some 
crucial questions raised by David Harvey (2000) as to why during the 
two decades ‘globalisation’ has become a key concept in the discussio! 
the way the world works. 1. Why is it that the word ‘globalisation 
recently entered into our discourses in the way it has? Who put it there 


* Professor of Economics, University of Hyderabad, Hyderabad — 500 046 
<reddy_dn200@yahoo.com> 
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why and by means of what political project ?...., 2. How has the conception 
of globalisation been used politically ? Has the adoption of the term si gnaled 
a confession of powerlessness on the part of national, regional and local 
working class or other anti-capitalist movements ? Has the belief in the 
term operated as a powerful deterrent to localized and even national political 
action ? ...” (Harvey, 2000). 


Before we grapple with these questions, it may be necessary to steer 
clear of the notion that ‘globalisation’ is an inevitable process that is unfolding 
from everywhere at once, with no centre and no discernible power structure. 
The ‘fashionable’ proponents of ‘globalisation’ like Michael Hardt and 
Antonio Negri in their Empire refer to global reality as one of “a fluid, 
infinitely expanding and highly organized system that encompasses the 
world’s entire population” without any privileged positions or places of power 
or as Thomas Friedman in his The Lexus and the Olive Tree, where he 
describes globalisation as a new technological-economic system based in 
the microchip and ruled by an “electronic herd” of financial investors and 
multinational corporations, free from any nation state or power structure 
and beholden to none. (For a critique of these works, see Foster, 2001, 2002). 
The peak of this process of propaganda that ‘globalisation’ has no manifest 
agent is reached when the World Bank in its World Development Report, 
1996 enlists Marx and Engels by quoting from The Communist Manifesto: 
“Constant revolutionizing of production, uninterrupted disturbance of social 
conditions, everlasting uncertainty and agitation... all fixed, fast frozen 
relations, with their train of ancient and venerable prejudices and opinions, 
are swept away, all new-formed ones become antiquated before they can 
ossify. All that is solid melts into air...”. Freezing this mid-way history as 
end of history is the attempted trick. This is just to argue that the transition 
from planned to market economies and the entire thrust of neo-liberal 
globalisation is an inseparable, inevitable and elemental process, lacking 
any visible hand behind it (Foster, 2002). An attempt to din the message that 
there is no alternative. Nothing can be more farther from truth. 


The idea that the present phase of ‘globalisation’ is not a natural or 
inevitable or neutral process is essential for understanding its implications. 
The present phase of ‘globalisation’ is widely seen as “another word for the 
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reach of American imperialism, the power of financial markets, the spre 
of capitalist social relations, the intensification of exploration and a v 
growth in social inequality” (Panitch, 2000). It is not as much of neutralizi 
nation state, but “convert the State into an agency for adjusting natiol 
economic practices and policies to the perceived exigencies of the glo! 
economy” (Cox, 2000). Without much difficulty, one could garner substant 
evidence to show that it is the USA and its foreign, military and commerc 
policies (Harvey, 2000) and the implicit consensus of the other capital 
powers and the multilateral institutions at their behest, a consensus that 
now widely known as the “Washington Consensus” that has put globalisati 
on the agenda. To the question as to why ‘globalisation’ has become 
significant in the last two decades, David Harvey suggests four import 
and interrelated shifts at the global level. The financial deregulation beginni 
in the US in the early 1970s; the profound technological innovations sir 
mid-1960s; the “information revolution’”’ that has facilitated a dematerializ 
cyberspace globally; and the steep fall in the cost and time of movi 
commodities and people, have all contributed towards globalizing producti 
and finance (Harvey, 2000). To this, we could add the compulsions of t 
crisis following the 1945-1973 golden age of capitalism. 


First was the crisis in capitalism, which was sparked-off by the fi 
oil crisis in 1973. The developed capitalist countries had a virtual ‘gold 
age’ during 1945-1973 with unprecedented growth and prosperity. Duri 
this period, substantial flows of investment and trade was within the blo 
of developed capitalist countries. Trade and investment in the Third Wo: 
was only of supplementary interest. But, the 'Oil Stock’ a steep hike in t 
oil prices by the OPEC at the behest of the Arab countries in 1973 int 
wake of Arab-Israel war, severely affected the economies of the industr 
countries, which were heavily dependent on hydro-carbon based ener; 
The balance of payments situation of these industrial countries were advers« 
affected, beginning with 1973-74 (Krishna Kumar,1993). With th 
production costs inflated and efficiency plummeted. Closely on the heels 
the first, there was a ‘second shock’ in 1979 by way of further steep rise 


oil prices, which precipitated into a global economic crisis affecting t 
developed countries too adversely. 
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Second, closely on the heels of the 1973 economic crisis, there was 
‘de-industrialisation’ in 1980s showing contraction of output or employment 
in the manufacturing sector in the industrial countries (Ajit Singh, 1991). 
For instance, in UK, the slide in the share of manufacturing employment, 
since 1950s, accelerated from 1973, and declined from 32 percent to 27 
percent in 1981. Between 1973 and 1983, manufacturing employment had 
fallen in almost all industrialised countries. The share of manufacturing 
output in the GDP of the industrial countries continuously increased during 
the long boom of 1945-1973 and reached a peak by the end of the period. 
But during 1973-1983, the growth of manufacturing output was much slower 
than even the slow GDP growth. The widely held view about de- 
industrialisation is that it has been caused by the industrialization of the 
South, especially the newly industrializing countries (NIC) like Korea, 
Taiwan, Brazil and India (Ajit Singh, 1991). Thus the need for alternative 
spaces and places of investment comes to the top of the agenda of the 
industrialized countries. 


Third, there has been substantial increase in the share of developing 
countries in the global manufacturing output. It was projected that by the 
end of the century, the developing countries will account for more than half 
of the share, by 2020 the share of developing countries in manufacturing 
will be over 60 percent, and three out of five major manufacturing countries 
in the world would be from the present developing countries (The Economist, 
1994). 


Fourth, there were critical changes in the structure of output and employment 


_in the developed countries in the last three decades. Beginning with 1970s, 


there have been drastic changes in technology, particularly in biotechnology 
and microchip-based technology. This has brought about a sea change in 
the very nature and composition of the production in the developed capitalist 
countries. For instance, by 1990s, in the highly developed G-7 countries, 70 
to 80% of national income and employment were generated in non-goods 
producing sector. The share of agricultural output and employment contracted 
to 2 to 10%. The share of manufacturing sector contracted to 15 to 20% in 
the national income and employment. So much so, the highly developed 
economies have come to be described as “service economies”. These 
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economies are now characterized by widely diversified service activit 
which include both producer services, especially business services, finan 
and social services, entertainment and the all-pervasive informat 


technology to their aid. 


Finally, with the fall of Socialism in the Eastern Europe and 
disintegration of the former Soviet Union, the Western or Ameri 
enthusiasm for the development of national capitalism in the Third We 
has been on the wane, yielding place to more interest in multinational busi 


and financial expansion. 


I 
Impact of Globalisation 


Shrinking Political Space 


The emerging process of corporate globalisation during the ] 
two decades has manifested in a wide-ranging forms of adversity to a> 
section of population across the developed as well as the develop 
countries. The hollowing of the sovereignty of nation-state, the shrinkin 
the political space, the growing inequalities and the vast exclusions; 
rising unemployment, insecure informal employment, growing working p 
declining earning of the unskilled, destruction of environment and depriva 
of basic human rights are some of the manifestations of the pres 
globalisation. Briefly, these developments would mean that increasin 
national policy is being determined by global economic interests. T1 
may be formal national democratic processes like elections. But those v« 
for are often rendered powerless to act on behalf of people, even if s 
promises are made. The power of policy and the direction of governa 
have come to rest with bodies such as the WTO, IMF, World Bank and 
or 8 — all of which are in turn heavily influenced by corporate cap 
Companies can use free trade treaties to over-rule governments. For insta’ 
the American Ethyl Corporation used NAFTA to force the Canac 
government to reverse its ban on the petrol additive NMT, which Can 
had tried to ban on health grounds. One J apanese corporate head is repo 


to have said : “The nation state is not dead but it is being quickly retir 
(Page, 2000). 
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Social, Economic and Cultural Rights 


The present phase of globalization which is driven by accumulation 
on a global scale, undermines the value of local diversity and legitimizes 
the dominant liberal agenda, presenting it as universal, ‘natural’ and common 
sense. Yet it is rooted in a ‘local’, essentially Western, capitalist world view. 
The neoliberal approach apparently emphasizes the ‘universal human rights’ 
as a “fact of the world’ but promotes a biased version of these rights. A 
particular aspect of human rights, based on an individual’s civil and political 
freedom, is being prioritized, while an other, equally valid, the economic 
and social, is being marginalized (Thomas 1998). 


“Under international law, it is the duty of states to secure the human 
rights of their respective citizens (though not of non-citizens apparently — 
see Article 2(3) of the Economic, Social and Cultural Covenant) but the 
global economic structure increasingly renders the state less able to fulfill 
this duty. Globalization is privileging the private over the public sphere and 
over the commons. It is eroding the authority of states differentially to set 
the social, economic and political agenda within their respective political 
space. It erodes the capacity of states in different degrees to secure the 
livelihoods of their respective citizens by narrowing the parameters of 
legitimate state activity. The process of globalization is rendering it 
impossible for many states to exercise a basic minimum control over the 
domestic economy, and therefore it is directly undermining the state’s ability 
to deliver social and economic rights to citizens”. (Mittleman 1996 as referred 
to in Thomas 1998). 


With the erosion of the regulatory capacity of the State, the other 
global actors like the G-7, World Bank, IMF and Transnational Corporations 
directly influence the States which affects their capacity to deliver economic, 
social and cultural rights. These global actors advocate the current 
development orthodoxy: that global welfare is maximized by economic 
growth, and the latter is best achieved through economic and political 
liberalization. (Thomas 1998) 


There is broad agreement that structural adjustment programme 
(SAP) as a part of the globalization process has resulted in contradictions in 
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ensuing patterns of entitlement that hve strained political systems and affect 
the fulfillment of social and economic rights. Those who have be 
rethinking development as expanding people’s choices to lead the lives th 
value, have been highly critical of the consequences of SAP and globalizati 
and their impact on social and economic rights. “The UN Commission 
Human Rights Special Rapporteur, Danilo Turk, reporting on the hum 
rights implications of SAPs, has taken a strong line. He notes that sta 
have legal obligations to move towards fulfilling the economic, social a 
cultural rights of their citizens, but the increasing integration of the wo: 
economy undermines their ability to fulfil these obligations. In particul 
he suggests that harm is done to the right to work, to food, to adequ: 
housing, to health, to education and to development” (Khor 1996). 


“The overarching policy of global economic integration via fre 
market policies, of which structural adjustment forms a part, cannot satis 
the economic or social rights of the majority of human beings or of stat 
The elevation of the private sphere, at the expense of public sphere or t 
commons, is a direct attack on these rights”. (Thomas, 1998). 


Inequalities 


Apparently, globalisation at the behest of free trade, and competiti 
is expected to whittle down inequalities, increase equality of opportuniti 
and promote fair share to all participating nations in the growing glot 
prosperity. But the experience of the past two decades has been quite t 
contrary. Growing inequalities in the national and international incor 
distribution, growing concentration of wealth in fewer hands and a fi 
corporations, and dwindling share of the poor countries in rapidly growi 
global trade are the facts widely reported. 


Robert B. Reich’s The Work of Nations (quoted in Kurien 20€ 
reports that between 1977 and 1990 the income of the poorest one-fifth 
Americans decreased by 5% while the income of the richest one-fit 
increased by 9%. In 1990, the poorest fifth in the USA had a share of or 
3.7 percent in the national income which was down from 5.5. percent twer 
years ago. In contrast the richest fifth of Americans had more than half 
the share of national income. Top 5% of Americans account for about 2¢ 


oo 
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of national income. During the same period wages declined and the number 
of impoverished working Americans increased by over 26 percent. 


In France today, the richest 10% of households hold 54% of the 
country’s wealth, while the poorest 50 percent hold only 6 percent. Between 
1983 and 1995, the share of wages in total wealth produced in France dropped 
from 68.7 percent to 58.7 percent. The concentration of wealth has not led 
to job creation, and is derived primarily from monetary speculation, stock 
options, and the like. (Krishnan 1997). There is a widening gap between the 
rich countries and the poor at an unprecedented pace. The US national income 
accounts for about 31 percent of global income and with the next five richest 
countries accounting for a similar share, the rest of the world accounts for 
hardly one-third of the world’s annual income (Hoogvelt 1997). The richest 


_ 225 individuals in the world now have assets greater than the annual income 


of 2.5 billion people, or more than 40% of the world’s population(Page 
2000) To put it in another way, 358 individuals hold about half of the world’s 
wealth (Hoogvelt, 1977). 


Global integration is a selective phenomenon. Measured either in 
terms of trade or direct investment, integration has been highly uneven. A 
few developing countries, called low-income “globalisers” have managed 
to increase their trade a lot. “However, another 2 billion people live in 
countries that have become less rather than more globalised... income per 
head in these “non-globalising” countries fell, on average, by 1% a year 
during the 1990s” (The Economist, 2002). The share of the 100 poorest 
countries in the world’s exports declined from 7.9% in 1980 to 1.4% in 


_ 1990 and during the same period their imports share too declined from 9% 


to 4.9% (Pieterse, 1997). “...globalisation is not, and never was, global. 
Much of the world, home to one-third of its people and including large 
tracts of Africa and many Muslim countries, has simply failed to 
participate...” (The Economist, 2002). 


Marginalisation 


It is observed that in its dynamics, the global economy articulates 
an extraordinary variable geometry that dissolves historical and economic 
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geography. The core-periphery is becoming a social relationship, no long 
a mere geographical one. (Hoogvelt 1997). The developed countries ¢ 
referred to as “two-thirds” societies because one-third are marginalized d 
to long-term unemployment or uncertain employment. But others refer 
the evolution of three-tier societies as a result of globalisation, where t 
one-third middle-layer with "...growing army of part-time casualised contr 
workers, workers sacked and then rehired as self-employed, temporary pa 
time, self-employed and agency workers. Not only are they insecure in th 
present job prospects, they also have to meet the exigencies of an uncert 
future, with pension and health provisions and other forms of collecti 
insurance against risk previously secured by the welfare state, diminish 
or phased out" (Hoogvelt 1997). Global competition pits the members 
the middle sector against each other within and across nations. 


In the emerging global economy, the concept of a job for life 
becoming a thing of the past. Jobs are becoming increasingly tempore 
and insecure. Across the industrialized world, real wages for those w 
have jobs are falling, while working hours are increasing. Today, the larg: 
employer in the US is not General Motors or IBM, but the tempore 
employment agency, 'Manpower'. The number of people out of work 
France has risen from less than a million to over 5 million in the last 
years — a period that saw an 80% increase in the GDP (Page 2000). 


Ecological Damage 


There are instances of extensive environmental destruction unleask 
by the corporate culture and the greed to accumulate. The destruction 
forests and with that the loss of the culture of commons is widely knoy 
The wide ecological damage done to Ogoni in Nigeria is well document 
(Obi 1997). It is contended that globalisation is simply incompatible w 
environmental sustainability. More trade means transport and that me: 
more pollution. With the threat of climate change as a consequence 
increasing emission of green house gases, the US resistance to Kyoto proto 
widely exposes the unsustainability of the present practices of globalisati 
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; II 
Resistance to Globalisation 


The adverse consequences of ‘globalisation’ had sparked-off a 
number of counter-hegemonic protest movements, some directly against 
the international institutions which have been instrumental in facilitating 
the globalisation process, and many other movements centred around the 
worst affected groups like peasants, workers, women in informal sector and 
people concerned with ecological destruction and deranged sustainable 
livelihoods. Many of these early movements in developed countries ran under 
the banner of protecting a ‘way of life’ or ‘life world’, and were largely anti- 
political and against modernization. These early protests or what is popularly 


referred to as new social movements in the ‘West’ tended to reject national 


politics but emphasized locality, self-help and self-defence. In the less 
developed countries, these took the form of peasant mobilization, women’s 
and marginalized workers’ movements and struggles of ethnic minorities. 


The left initially took critical stand towards these movements but later 


changed their stance and came closer, since these struggles are based on 
issues of sustainable livelihood and resources (Baker 2000). The induction 
of institutions like the WTO and a series of crises like the one in Brazil and 
closely on its heels, the Asian crisis in the late 1990s, have brought a surge 
of protest movements against globalisation both at the global level as well 
as regional-local level. These struggles are often spontaneous and lack any 
structures of coordination, yet have a common element — these are all against 


_ manifestations of global capitalism. There is not a region in the world where 


manifestations of anger and discontent with the capitalist system cannot be 
found. In some places or among some segments of population, anti-capitalist 
movements are strongly implanted. “Localised ‘militant particularisms’ ...are 
everywhere to be found, from the militia movements in the Michigan woods 
(much of it violently anti-capitalist and anti-corporate as well as anti-racist 
and anti-exclusionary) through the movements in countries like Mexico, 
India and Brazil militating against World Bank development projects to the 
innumerable ‘IMF riots’ that have occurred throughout the world. And there 
is plenty of class struggle at work even in the heartlands of capitalist 
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accumulation (such as the extraordinary outbursts of militancy in France 
1995 and the victorious UPS United Parcel Service workers’ strike in 
United States in 1997)” (Harvey, 2000). 


Though the main thrust of the widespread protest movement 
against the corporate-led globalisation, the forms, sites, agents and strateg 
of resistances witnessed during the 1990s have assumed varying significar 
Some of the land-mark movements of resistance against the multilate 
organizations like IMF, World Bank and WTO; labour mobilization in 
form of general strikes and solidarity organizations; mobilisation by won 
informal sector workers in Asian countries; and mobilization of peasa: 
marginalized people and people in marginalized environments are discus 
in this section. 


The Seattle and After 


There is a general agreement that the most dramatic moment of 
anti-globalisation movement thus far was the mobilization against WTC 
Seattle in late November and early December of 1999. The series 
demonstrations that took place over the course of several days, the immed: 
aim of which was to shut down or at least badly disrupt the meetings of 
global elite. The participants included young radicals, trade unioni 
feminists and environmentalists. It was a broad alliance of affinity gro 
against globalisation. It was the young radicals who blocked the W 
meetings, fought the police, liberated the streets of Seattle and brought m 
attention to the mobilization from several parts of the world. The Sea 
mobilization achieved the broad object of drawing attention to the neo-lib 
process of globalisation and its devastating effects on employment, earnir 
social security and sustainable environment. The movement acquired wi 
support base and similar protests against globalisation were witnesse: 
spring meetings of IMF and World Bank in Washington 1 in April 2000, aga 
the World Economic Forum meetings at Melbourne in September 2000. 
the Annual Meetings of the IMF and World Bank in Prague in Septem 
October 2000. The Prague protest, popularly known as the ‘Anarchist Pra 
S-26’ was designed as a “mass working class protest”, unlike “pass 


) 
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ideological showpiece” of Seattle (The Economist, 2000). Seattle is the 
beginning of one of the major forms of resistance against the power of capital. 
It is also observed that the movement’s main focus is not on stopping 
globalisation but transforming the terms on which it takes place, and in 


terms of the US, it turns out as an anti-corporate movement (Epstein 2001). 


December 1995 — Strike in France 


Sparked on by a three-week strike by the French rail and public 
transport networks, there emerged in December 1995 a broader strike and 
social movement against the French right-wing government’s economic and 
social policies. The immediate cause for strike by rail-workers was the 
proposed cut in the pensions and plans to shut down parts of the rail-network 
that would result in loss of thousands of jobs. A similar cut in pensions of 
other public sector workers was on the anvil. The other policy proposals of 


‘the government included overhaul of social security including dismantling 


of health care and taxing of the workers and the poor to cut budget deficit. 
The result was a generalized revolt against the overall social and economic 
policies. It was a cry of desperation and anger against growing unemployment 
and the phenomenal rise in homelessness, poverty and violence in the country. 
Its overwhelming message was a stiff rebuke to say there is “no other 
solution”. The Le Monde, the leading French daily described it as “‘the first 
revolt against globalisation” (Krishnan 1996). The protest movement saw a 
wide-spread solidarity of workers, intellectuals, homeless people, students, 


women’s movements and unemployed youth. 


There have been global concern and varying working class strategies 
to face upto the social dislocation caused by globalisation. There is a strong 
movement to consolidate the social security systems of Europe by 
emphasizing “Social Europe”. The emergence of “social left’ and the renewed 
emphasis on the historic role of trade unions are part of this movement. The 
well known liberal Economist, J.K.Galbraith, has drawn attention to the 
misery that market system brings to the vulnerable and pleads for stability 
through intervention. He re-emphasizes the role of trade unions as much as 
other social interventions by the state which are conditional even for the 
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survival of capitalism. “Only with trade unions, pensions for the 
compensation for the old, compensation for the unemployed, public he 
care, lower-cost housing, a safety net for the unfortunate and the dept 
and public action to mitigate capitalisms’ commitment to boom and sl 
did it become socially and politically acceptable” (Galbraith 1997). 


There are signs of many unions, locals, networks and gr 
collaborating with the objective of facing the challenge of globalisa 
The emergence of International Trade Secretariats (ITSs) within larger ur 
to bring unions in the same sector across the countries together anc 
Transnational Information Exchange are seen as such signals of chi 
(Stevis and Boswell 1997). There are also popular efforts by unions thro 
radio networks to link with people and to “save middle class, save the. 
guy” as attempted by the United Auto Workers in the US (Mark 1997) 


Working Class Protest 


Though it is a far cry from the ‘workers of the world, unite’, 
there are strong stirrings towards this direction. The very debilitating im 
of globalisation on the workers of the world and the erosion of union pc 
seems to be kindling the forces of solidarity. By the mid- 1990s, the press 
on almost every aspect of working class life had become increasi 
intolerable. Anger and frustration over an eroding present, and a hope 
future, had become a general state of mind among working class pe 
across the industrial world. Lean production, neo-liberalism, Euro] 
Monetary Union, NAFTA, structural adjustment in Latin America and S 


Africa, and now, restructuring in East Asia, all pushed more and more wot! 
and their unions to act. 


Despite the many problems of the “fight” option in today’s la 
markets, with companies in many countries now willing to de 
“replacement” workers, unions and workers have turned in this direc 
once again. In the US, in 1996, strike statistics, while still very low, ros 
the first time in years, with the number of strikes by 1,000 or more wor 
going from 195 in 1995 to 237 in 1996. What is more, the workers | 
massive job loss. When Renault threatened to close a plant in Belgium 
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workers there seized the factory. Workers at Renault in France, who had not 
left the job during the 1995 events, began a series of one-hour strikes in 
support of the Belgian workers. They then held a mass march on Renault 
headquarters in Paris. 


While this return of militancy across much of the industrial North 
demonstrated the power workers still had, it also revealed the weaknesses 
of the unions. Born in different times, under different industrial 
circumstances, they did not always adjust well to the new contours of work 
and industry. The crisis of the working class was also a crisis of its 
organizations not simply their proportional decline, but the structures and 
ideologies that still guided their functioning. All that seems to be changing 
under the threat to their survival posed by globalisation. 


Mobilization of Women Workers 


The worst affected under globalisation are working women, and 
their protest movements are gaining strength. Women tend to bear the brunt 
of globalisation. On the one hand, the general deterioration of living 
conditions and traditional patriarchal attitudes meant that they have had to 
take care of their families while generating an income, on the other hand, 
women are often the victims of plant closures. In both Taiwan and the 
Republic of Korea, as the ‘economic miracle’ abated, the labour-intensive 
manufacturing industries lost their competitiveness, and a large number of 
textile, shoe, and garment plants closed leaving millions of women workers 
jobless overnight. Traditionally neglected by unions, these women 


demonstrated their strength and resourcefulness as they struggled for 


compensation and the right to work. They built coalitions with labour groups 
and unions and formed international as well as local networks of supporters. 


In Masan Free Export Zone in the late 1980s and early 1990s, serious 
labour disputes erupted following foreign capital withdrawals. For example, 
the Japanese Sumida Company announced a withdrawal causing 300 women 
workers to lose their jobs in 1990. Workers organized a strong sit-in strike 
to prevent the company from removing machines and factory facilities. The 
Struggle lasted for nearly two years. Some Japanese supporters organized 
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‘A Meeting of People Thinking on Problems of Japanese Companies Abroa 
They visited Sumida workers several times in the Republic of Kor 
organized public opinion campaigns and protested in front of the Sumi 
Company in Japan. The company finally gave in, met with the workers a 
promised a significant amount of economic compensation (Lim, 1998). 


Textile, garment, shoe and electronic plants that have spearhead 
the ‘economic miracle’ of Taiwan began to shut down one by one in 1 
1980s when globalization took off and capital shifted abroad. Women work: 
comprised more than half of the labour force in most factories, a 
unexpectedly staged the most heroic struggles. Between 1993 and 1995, | 
Ministry of Economics reported that more than 1,74,000 companies a 
plants ceased to operate, many leaving their workers without jobs, severat 
pay, or even back wages (Huang, 1998). Since wages have generally be 
low in Taiwan, husband and wife both need to have incomes. Therefo 
these women workers in their 30s and 40s must seek employment aga 
Due to age-sex discrimination, most could not find comparable work ¢ 
had to take on food service or janitorial jobs, part-time, temporary contré 
and other ‘flexible’ work, or suffer unemployment. Well aware of th 
consequences, women workers who were victims of plant closures organi; 
to pressure the state to put restrictions on capital flight. 


Like their counterparts in the Republic of Korea and Taiwan, mé 
women workers in the Philippines were also victims of globalisation. Perha 
a colonial past and a violent history of political struggles for democr: 
have provided the background for the development of a more sophistica 
resistance movement and organization. Gabriela, or the National Alliai 
of Women’s Organisations in the Philippines has gained an internatio 
reputation for its educational and organizing work among the Filipino pc 
Itis spearheading a transterritorial anti-globalisation movement in the A: 
Pacific. Through interact communications, networking, and on-site teach 
and conferencing, Gabriela seeks to elucidate the connections betw 
globalisation and declining conditions of women’s life. As one won 
claims: “Before, my major concern was how to make enough money to f 
my children and send them to school. Until 1987 when some people be; 
to organize women in our area, I finally understood that to be a good mot 
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just hard work is not enough. Because, the problems we face today are not 
individual problems. They are very much related to the long colonial past of 
the Philippines as well as to the globalisation of international capital” (Hsia, 
1998). Victoria Tauli-Corpus gives an account of testimonies on how 
globalisation and the 1997 crisis in Asia have affected women from various 
Asian countries (Tauli-Corpus 2000). 


As labour migration is liberalized, albeit still with restrictions, a 
regional labour movement seems to be brewing. So far, no transnational 
union in Asia has been organized, but various networks, coalitions and 
alliances exist and can be mobilized as needed in support of specific struggles. 
One example of a transnational labour activist group is the CAW or the 
Committee for Asian Women Workers headquartered in Hong Kong. Started 
in 1981, the CAW convenes conferences‘and workshops of Asian women 
labour organizers, publishes educational pamphlets, and issues a fairly regular 
newsletter in English. The newsletter carries stories on women’s labour 
conditions and their struggles in almost all Asian countries. Since its first 
issue, published in 1982, the newsletter has expanded from a 12 page 
mimeographed work to a 24 page professional-looking publication. 
Gloablisation and its impact on women workers in Asia has been a frequent 
topic of debate since 1990. 


Peasant and Farmers’ Resistance 


By far the widely known peasant movement against globalisation 
is the extensively documented Zapatista movement in Mexico, which 
coincided with the protest movement against the formation of NAFTA in 
January 1994, It was subjected to extensive repression by the Mexican army 
but the movement defies any subjugation. In January 1996, the Zapatista 
Army for National Liberation in Chiapas, Mexico, gave a call for a world 
gathering against neo-liberalism and for humanity with an appeal to the 
dignity of labour, and rights of indigenous and regional ways of life. It is 
also called “the first revolt against globalisation”. In the 1990s there were 
several such peasant and farmers’ movements particularly in the wake of 
the launching of WTO. The Karnataka Rashtra Ryatara Sangha (KRRS) 
along with farmers’ movement in Uttar Pradesh organized protest movements 
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against multinational seed companies, food chains and later against WI 
Along with other organizations, the KRRS became a part of coalition oppos 
to gloablisation. The coalition later became a part of two global collecti 
Via Compensia and People’s Global Action (PGA) (Assadi 2002). ‘ 
Compensia was formed in 1992 and is a collective of farmers, small a 
medium peasants, agricultural labourers, rural women and the indigenc 
communities of Asia, Africa, America and Europe. Its main campaign 
against globalisation and violation of rights of indigenous peop 
environment and resources. PGA was formed in 1999 “to serve as a glo! 
instrument for communicating and coordination of those fighting agai 
the destruction of humanity and the planet by the global market, build: 
local alternatives and people’s power” (quoted in Assadi 2002). 


Yet another struggle against forces of globalisation is the story 
the Movement for the Survival of Ogoni People(MOSOP) and its legend: 
leader Ken Saro-Wiwa (Obi 1997). The campaign was against 1 
environmental degradation and expropriation of ecology of oil rich Og 
region by Shell in Nigeria. It was a quest for self-determination, to wr 
their ecology from Shell and force the Nigerian state to accept their right 
control their land and proceeds there from. These protests, mobilizatic 
and struggles to resist the adverse impact of globalisation has clearly assur 
global dimensions. These resistance movements against globalisation ; 
some times referred to as ‘globalisation-from-below’ (Falk 1997). 


Response to Resistance 


The protest movements, especially those like the one witnessed 
Seattle, are sought to be caricatured by the mainstream press as “consisti 
of mainly of untutored youth and ‘flat-earth advocates’ of no particu 
significance. The anti-globalisation movement is portrayed as a movem 
without a history or a future, irrelevant to the future course of event: 
merely an irritant or a temporary road block at best” (Editors, MR J uly/A 
2000). But the more astute press that serve as the cutting edge of capitalis 
Fortune and The Economist recognized the strength of these resistar 
movements and have been setting agenda for the corporate world to me 
and thwart the threats. Fortune (May 15, 2000) observed: “The movem 
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appears to have legs. The world’s financial and corporate elites would do 


| 


well to listen up”. But it is the turn of The Economist (Sept 23, 2000) to 


insist on the corporate world to wake up: “... it would be a big mistake to 


dismiss this global militant tendency as nothing more than a public nuisance, 
with little potential to change things. It already has changed things — and 
not just the cocktail schedule for the upcoming meetings. Protests organized 
through the Internet succeeded in scuttling the OECD’s planned Multi-lateral 
Agreement on Investment in 1998, then came the greater victory in Seattle, 
where the hoped for launch of global trade talks was aborted...” 


Lest the corporate world ignore, it reminds them of success of these 
protests against corporate culture. It cites the instance of Starbucks being 
forced to sell “fair trade” coffee beans. And, goes on to point to many 
successes of protestors: “Similarly, “‘anti-sweatshop” campaigns, mostly in 
America and mostly student-led, have had effects well beyond the university 
campus. A coalition of non-government organizations (NGOs), student 
groups and UNITE, the textile workers’ union, for instance, recently sued 


clothing importers, including Calvin Klein and Gap, over working conditions 


in the American commonwealth of Spain in the pacific. Faced with litigation 
and extended public campaigns against their brands, 17 companies settled 
(others, including GAP, are still fighting the case). The deal includes promises 
to improve working conditions. The factories will be monitored by yet an 
other group, Verite, based in Massachusetts, and part of a growing industry 
or organizations dedicated to inspecting labour conditions in third-world 
factories.” 


“Activist groups have been first as successful in causing big 
international agencies to bend. A World Bank project in China, which 
involved moving poor ethnic climatic into lands that were traditionally 
Tibetan was abandoned after a political furore led by relatively small group 
of influential pro-Tibetan Activists. Similarly, the Bank had a tough fight to 
fund an oil pipeline through Cameroon because of activists’ efforts”. 


"It also reminds the effective technological access, which is also 
the tool that facilitates globalisation-from-below as much as from above. 
The Internet has proved a crucial tool in organizing these groups for protest; 
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it has also directly furnished the protestors, once organized, with a pc 


weapon..." 


It is pointed out that there is more sympathy in the West for n 
issues raised by the ‘protests’, which include the fears about globaliza 
leaving the poor behind, harming environment, caring about profits r 
than people, unleashing dubious genetically modified foods and the 
As a consequence of protests there is change in the recent postures of 
World Bank on poverty as a “multidimensional’ problem that incl 
powerlessness, voicelessness, vulnerability and fear as well as lack of f 
shelter and other economic necessities. But these superficial change 
dressing are found not adequate redressal. In a follow up ‘special repo 
Globalization’ more than a year later, The Economist (February 2, 2( 
reiterates in unmistakable terms that the corporate world should see 
writing on the wall and mend its ways in the wake of lessons from Argen 
or even September 11. “Such warnings should not be dismissed ou 
hand. The lesson of the early 20" century, easily forgotten during the b 
years of the late 1990s, is that globalization is reversible. It was deraile: 
war (in 1914) and by economic policy during recession (in the early 193 
This time, global integration might stall if the risk and cost of doing busi 
abroad rises (perhaps as a consequence of heightened fears about secu! 
or if governments once more turn their backs on open trade and cay 
flows....” 


Ironically, The Economist pleads for the spread of the benefit 
globalization more widely through much faster agricultural tr 
liberalization, more aid and more liberal migration from developing count 
to the developed! All these are dubious ways of spreading the benefit 
the history is any indicator. First, notwithstanding the heroic World B 
estimates that progress towards freer trade could increase poor countr 
GDP by an extra $ 1.5 trillion by 2015 and lift an extra 320m people ou 
poverty, rich countries farm subsidies continue to be around $ 1 billic 
day, six times more than the aid given to developing countries. Secc 
despite call for an extra $ 50 billion in aid to developing countries, tl 
seems little chance of action, largely because of American stingin 
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America contributes only 0.1% of its GDP in forei gn aid. Third, international 
migration could do even more than trade to help the poorest countries. An 
increase in temporary migrants from poor countries equivalent to 3% of the 
rich country workforce would boost developing countries’ incomes by $200 
billion a year. But is the globalization of labour on the agenda? 


IV 
Towards an Ontology of Resistance 


The experience of the resistances against globalization during the 
last decade clearly reveals the potential of these movements both in terms of 
the possibility of changing the terms of the process and at the same time the 
dangers of dissipation under the pressure and power of the corporate world. 
One clear sign of success is to convince people that ‘there is an alternative’. 
The entire thrust of the popular book of Stiglitz on globalisation is to show 
there is an alternative to IMF sponsored strategies (Stiglitz 2002). It is now 
not just anti-globalisation protesters who are wondering whether the IMF 
knows what it is doing but there are “doubts inside the barricades” (The 
Economists, September 2002). Another response, for instance, in the face 
of the resistance is that the World Bank has changed its discourse on poverty 
by describing it as a “multidimensional” problem that includes powerlessness, 
viocelessness, vulnerability and fear besides the usual calories, lavotries 
etc. This apparent change is only a tactical shift without any substantial 
change from the neoliberal market fundamentalism. Similarly, the tragic 
wilting of the widely acclaimed popular social movement of the Ogoni people 
(MOSAOP) under the power of the wealth of the Shell also offers concrete 
lessons. In 1990 it was estimated that the gross income of Shell Oil was 
more than the combined national products of Tanzania, Ethiopia, Nepal, 
Bangladesh, Zaire, Uganda, Nigeria, Kenya and Pakistan which together 
account for a tenth of the World’s population. 


True it is not enough to list the ‘litany of sins’ of globalization (Gills 
1997). The lessons of resistance are clear. Anti-globalisation presents 
problems that point beyond the politics of resistance, protest and local 
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struggles — to wider horizons; from movements of resistance to emancipatio 
and movement from local empowerment to wider engagement (Pieter: 
1997). The task is to build an ontology of resistance that would set the ba: 
for movement towards emancipation. Such an ontology has to be ground 
on the nature and manifestations of the present globalisation in contra 


with the past. 


The present economic globalisation is ‘firm-centred’ than ‘stat 
centred’ i.e. it is de-centred and de-territorialized (Pieterse 1997). It tak 
place in ‘virtual space’ as much as in actual places. The international finan 
works in hyperspace, with 24-hour international electronic trading a1 
‘virtual company’. There are multiple nodes of contemporary globalisati 
such as G7, WTO, Bretton Woods institutions and Washington as superpow 
headquarters (Pieterse 1997). Further, as noted before, the core-periphe 
division is no longer only in geographical space but in social space. The 
are marginalized groups in the capitalist countries as much as in the Thi 
World (Hoogvelt, 1997). In the process of inclusion and exclusion, t 
units are no longer nations (Pieterse 1997). Thus, there is a marked differen 
between the past globalisation under imperialist phase and the present whi 
needs attention for a different kind of political action. In the pz 
emancipatory struggles were in the national political frameworks. Present. 
there are movements across different levels, across different contexts — loc: 
regional, global, North and South. But there are political gaps from t 
local to global. These are only partially filled by the stretch from loc 
networks to planetary social movements, international NGOs or global cr’ 
society. But bridging this gap between local empowerment movements ai 
global reform movements politically is the major task ahead. 


Reconceptualising the resistance movements in terms of the theori 
of Gramsci, Polanyi and Scott, with their respective emphasis on count 
hegemonic, counter-movement and infrapolitics, an attempt is made 
interlink various forms, agents and sites of resistance through a “borderle 
solidarity” of those affected (Chin and Mittleman 1997). David Harv 
suggests across-place and transnational solidarity based on universal valu 
of social justice as a practical option. But Hoogvelt questions this optimi: 
of transnational solidarity where capital works in hyperspace and can esca 
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in circulation, while labour gets dissolved into individuals. Capital is globally 
coordinated but labour is individualized. The primary contradiction of 
contemporary capitalism, he contends, is between ‘realtime’ activities and 
those which inescapably remain draped around the material frameworks of 
our material existence. Thus he emphasizes ‘politics of place’ based on 
environmental sustainability with economic and social justice, and suggests 
a programme of political action that unites people around the sustainability 


of their physical lives in a shared location (Hoogvelt 1997). There is yet 


another perception that the presistance movement has thus far been 
internationally oriented and while this has been a strength, no internationally- 
focused movement can sustain itself-let alone fundamentally challenge 
capitalism — without also sinking the deepest domestic roots. Any politics 
that is anti-capitalist must carry the fight into the national states which remain 
the ultimate bases of capitalism’s power, and any anti-capitalist politics with 
staying power can only evolve out of the collective experiences and struggles 
in workplaces, neighborhoods, universities, and within historic comrnunities 
such as nations. This emphasis on the domestic base of an anti-capitalist 
movement reorients debates around strategy and tactics, the demands to be 
highlighted, the language used and arguments articulated, the links between 
particular interests and broader concerns, the nature of the alliances to be 
developed, and how to wed the international and the domestic (Gindin 2002). 


While there is no doubt that national local struggles against the 
visible manifestations of globalisation is an essential ingredient of a 
programme of resistance and emancipation, there is always a danger of these 


_ local struggles wilting under pressure of corporate power. There are 


innumerable examples of such repression but the failure of Ogoni people’s 
Struggle is a well-documented one. Building up of local resistance along 
with bridges for universal solidarity could begin with a reassertion of the 
values of the broad social and political left. With these old values like “worker 
solidarity, democracy, state intervention, welfare and redistribution” (Gills 
1997) as the premisis, a beginning towards a broader trans-space solidarity 
towards changing the terms of globalisation is possible. 
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Globalization and the Emerging 
Global Politics 


Prabhat Patnaik* 


Capital can function only with the backing of the state. As the nature 
of capital changes over time, e.g. from the era of free competition to that of 
monopoly capitalism, the nature of the state whose backin g is needed for its 
functionsing undergoes a corresponnding change. Capital, however, is not 
organized in only one single national bloc with only one single nation state 
backing it. There have historically been a multiplicity of national capitals, 
each operating with the backing of its own nation-state. The relationship 
between these nation-states, or what one may call the nature of the 
international state-system, is determined by the relationship between the 
different national capitals. Over time therefore as the nature of capital 
changes, not only does the nature of the state whose backing it enjoys and 
the nature of its relationship with that state change correspondingly, but so 
also does the nature of the relationship of that state with other states. This is 
why different phases of capitalism throw up different patterns of 
"international politics". 


This was one of the essential points made by Lenin's theory of 
imperiialism. As capitalism moved from the free competition to the monopoly 
phase, a small financial oligarchy presiding over an enormous amount of 
finanace capoital, representing a coalscence of concentrated banking and 
industrial capitals, came to hold sway in each advanced capitalist nation. 
Each of these finanacial oligarchies, tied together through "personal union", 
also came to have close "personal union" with the personnel of the state and 
there by developed a close and direct relationship with the state, unlike in 
the era of free competition when the links between capital and the state 
were neither close nor direct. In these process of course the nature of the 
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state itself underwent a change: the state became more rigid, heavy, opaq 
and bureaucratized, more of an ossified behemoth!. But since each of the 
nation-based finance capitals was in intense rivalry with other finance capité 
based in other advanced nations for enlarging/defending its sphere 
‘nfluence in a world that was already partitioned among them, this "inte 
imperialst rivalry" meant that the imperialist states were engaged in 
relationship of conflict which would periodically develop into wars. Glot 
politics in the era of imperialism that Lenin wrote about was therefore t 
politics of inter-imperialist rivalry. This defined the relationship among t 
"handful" of advanced capitalist (or imperialist) nations, and between the 
nations and the oppressed coutries (often nations-in-the-making) over whc 
they held sway and over whom they struggled. 


All this is well-known. But Lenin also drew attention to anotk 
important point. The oppressed countries were not all colonies. Likew: 
the world was not divided only into two mutually exclusive and all exhausti 
categories, namely the oppressor and the oppressed nations. There we 
many countries between them and some of these even had their own coloni 
to gain access to these colonies to enlarge their respective spheres 
influence, the "handful" of "imperialist" nations sought to acquire hegemo 
over these middle-level colonial powers themselves. In short, while int 
impeialist rivalry was the defining feature of global politics in the Let 
era, this rivalry itself was expressed through highly complex relationsh: 
within the international state system. Lenin gave three examples to undersc: 
this complexity which was superimposed on the more "straight forwa: 
colonial relationship such as existed between Britain and India. The fi 
was the case of Argentina, a nominally independent country but tied to Brit 
as a satellite economy. The second was the case of China which was not: 
colony of any particular country and which actually had an Emperor enjoy: 
titular suzerainty but which was carved out among the different imperia 
powers (what Mao Zedong called a "semi-colony"). The third was the c: 
of Portugal which actually was a colonial power itself but which was un 


1. Fora discussion of the change in the nature of the state between the free competition 
monopoly phases of capitalism, see Oskar Lange, "The Role of the State Under Mono} 
Capitalism", in Papers on Economics and Sociology, Pergamon Press, 196. 
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the British sphere of influence, with Britain there by gaining access to 
Portuguese colonies. The form of the international state-system, it follows 
then from Lenin's analysis, must be distinguished from its essence, the latter 
referring to the basic driving force behind global politics in a particular era. 
This driving force however expresses itself through the prevailing (and 
historically inherited) form reducible to it. 


While this insight of Lenin is of great value, the world of today is 
not the same as what Lenin had written about. The question therefore arises: 
how do we analyze global politics today? What is the driving force behind it 
and how does it express itself through the form of the prevailing international 
State-system? The purpose of this paper is to examine these questions. 


I 


Most people would agree that the contemporary era is characterized 
by an unprecedented process of "globalization". Saying this however is not 
only not enough but can be positively misleading. The specificities of the 
current process of "globalization" must be analyzed. There is for instance a 
Suggestion that "globalization" refers to the process of the world coming 
closer together and that in this respect something special is currently 
happening. But it is not clear that on this definition there is anything sui 
generis about the present. The world has been coming closer for a long 
time, and even though the internet and the telecommunication revolution 
represent major landmarks in human history, it is a moot point whether the 


_ telegraph and the telepohone, when they came on the scene, were not as 


profound in terms of their effect in shrinking the world. 


Likewise, if the specificity of the present globalization is seen to lie 
in the much greater global mobility of capital, then it is doubtful if anything 
special is really happening at present. In the heyday of capital exports prior 
to World War I, Britain, the leading capital exporter of the time, ran a current 
account surplus on the balance of payments of between 5 and 10 percent of 
her GNP for over four decades, averaging 8 percent during the two decades 
prior to the war. By contrast, the largest capital exporter of modern times, 
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Japan, has run current account surpluses averaging only 2.8 percent of 
GDP during the decade 1984-937. "Globalization" is clearly not accompar 
by any significant relative increase in long-term capital flows (for wi 
current account surpluses could be a proxy), and certainly not from 
North to the South. What is true, however, is that there has been an enorm 
increase in the global mobility of capital as finance. As is well-known, ¢ 
about 2 percent of the cross border capital flows are trade-related, wh 
only underscores the importance of the globalization of finanace. It is 
capital-in-production but capital-as-finance which has become immen: 
mobile in the current epoch, and this certainly constitutes one exceedir 
important specificity of the current process of globalization. 


Through this process of "globalization" of capital-as-finance, a1 
king of international finance capital is coming into being. This fina 
capital differs from what Lenin had written about in at least three wa: 
first, Lenin's conceptualization referred to finance capital that represent 
coalescence of banking and industrial capital, while contemporary fina 
capital is an autonomous entity with little interest in production as such 
concerned primarily with quick speculative gains through rapid gl 
movements. Secondly, Lenin's finance capital and financial oligarchy v 
essentially nation-based (closely tied up with the nation-state), w 
contemporary finance capital, while having clear national origins does 
let that origin influence its behaviour in any essential way; it is in that s¢ 
detached from its national moorings and has an international character g« 
beyong what Lenin had written about. Thirdly, Lenin's "finance cap: 
was engaged in acute rivalry with "finance capital" based in other imperi. 
nations, while inter-imperialist rivalries today are far more muted, reflec 
perhaps the "international" character of the contemporary finance caj 
just noted. Given these difference, it follows that the configuratio! 
consolidated, ossified, hardened, imperialist nation-States engaged in int 


2. Jayati Ghosh and Abhijit Sen, "Capital Flows and Macro-economies: A Historical \ 


in Deepak Nayyar(ed.) Economics as Ideology and Experience: Essays in Hono 
Ashok Mitra, Frank Cass, London, 1998. 


Ee What follows has been discussed in my "Introduction" to V.I.Lenin, Imperialisn 
Highest Stage of Capitalism, Leftword Books, New Delhi, 2000. 
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rivalry with one another that characterized the Leninist conjuncture would 
be wholly out of place when it comes to serving the interests of comtemporary 
finance capital. An entirely new configuration is needed by it and such a 
new configuration is in fact coming into being. 


i 


Before examining the contours of this new configuration, however, 
a point should be made clear. From what has been said above it should not 
be inferred that in our perception the world has remained stuck at the Leninist 
conjuncture all this while until all of a sudden things started changing only 
recently. On the contrary, the configuration of state Systems in the advanced 
capitalist countries has undergone remarkable changes not just since Lenin's 
days, but, more particularly since the days marking the end of the Leninist 
conjuncture (which roughly means the end of the Second World War). At 
least two phases of such change can be distinguished: the first is the 
immediate post-war phase when metropolitan capital was attempting to 
recover from the blows it had received and to consolidate itself. These blows 
were the result of the war itself, and the legacy of the war, entailing and 
expansion in the strength of the socialist world, decolonization of the third 
world, and the growing assertiveness of the metropolitan working class which 
enforced near-full employment through Keynesian demand management 
(the socialist threat, together with the fact that military expenditure in the 
USS. was used as the chief demand stimulus, made metropolitan capital go 
along with it). This, however, as we now know, was a temporary phase. 
Many observeers at that time had thought that "Capitalism had changed" in 
a permanent sense, but that turned out to be false. The consolidation of 
capitalism, its recovery from the post-war setbacks, the progressive retreat 
of the socialist challenge, the gradual emergence of international finance 
Capital in its new form, through stages marked by the accumulation of Euro- 
dollars and petro-dollars, created a new conjuncture. 


Globalization of finance capital initially took the form of 
metropolitan banks giving loans to countries not only in the first world but 
€ven in the third world, the period of the so-called "bankerization of capital" 
or “debt imperialism". A monitor, in the form of the Bretton Wood twins 
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(the IMF and the World Bank), supervising over the third world countri 
holding them under the thraldom of "conditionalities" and there by protect 
the global intersets of multinational banks and other creditors, was ql 
enough. It could be superimposed on the already existing structure of pc 


war nation-States. 


But this very phase, opening up the till-then protected economie: 
the world to "free movements"of goods and finance, and hence giving ris 
the ascendancy of the current form of international finance capital with 
enormours mobility, appetite for speculative gains, and deflation 
consequences, has created the need for an alternative configuration of s 
system. In other words, the need for an alternative configuration of sti 
system in the new context is not just for an alternative to the state system t 
charactierized the Leninist conjuncture, but also to what have been 
successors till now. We come back to the question: what shape would it ta 


iil 


Given the international nature of finance capital it is obvious | 
the state-system needed to defend its interests must itself have a glc 
character, i.e. it would be more in the nature of a world superstate. But 
super-state would not eliminate the existing nation-states; rahter it we 
emerge from them and would be superimposed upon them. We woul 
other words have a world where the nation-states continue to exist but tk 
is an abrogation of the sovereignty of a host of them and its appropria 
by a small number of them acting in unison, and there by constituting, 
all practical purposes, a world superstate. This need not entail a wl 
separate set of identifiable state institutions which belong exclusivel 
this super state but exist side by side with the national state institutions 
super-powerful, parallel institutions (in the way for instance that para 
central and provincial institutions co-exist in any federal polity). There w¢ 
of course be such specific super-institutions, of which we already k 
examples like the WTO and the international war crimes tribunal th: 
currently trying Slobodan Milosevich (though this particular institutic 
at present finding it difficult to sustain itself). But the world superstate we 
not necessarily be a replication at a higher level of the national s 
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institutions. It would primarily consist of a group of imperialist nation-states 
acting in unison. It would in other words mean essentially a changed 
relationship within the existing configuration of nation-states. 


Those who see this changed relationship as actually occuring today, 
often see U.S. hegemony as the main expression of the emerging world 
superstate. They see the U.S. state as playing the role of the surrogate world 
superstate. This however is implausible. The exercise of clear unambi guous 
U.S. hegemony refers more to the period that is past than to the period that 
is ahead, i.e. it was characteristic more of the period of Pax Americana, or 
as some writers have put it, of US "super-imperialism", than of the period 
ahead. The very international nature of contemporary finance capital, which 
certainly is an important contributory factor towards the muting of inter- 
imperialist rivalry and which incorporates financial interests from the 
underdeveloped countries as well, points to the prospect of an international 
State-system that is led no doubt by the US, but that rests on more pervasive 
capitalist support, drawn from all the advanced capitalist countries and even 
from certain capitalist circles in the third world countries. 


There would, therefore, be at least two basic differences between 
the Pax Americana model of the international state-sytem and what is comin g 
into being in the current conjuncture: first, it is not just one single nation- 
State out of the multiplicity of nation-states that establishes hegemony, but 
rather a whole set of imperiaist nation-states acting in unison; second, even 
the picture of a multiplicity of separate and disjoint nation-states each 
representing the interests of its capital (together with those of its allies in 
the ruling class-alliance), which is implicit in the Pax Americana model, no 
longer holds. Because of what has been said about finance capital 
transcending its national origins, significant segments of the capitalist strata 
everywhere, including in the third world countries, develop a loyalty to the 
world imperialist superstate in addition to, and perhaps even overriding, 
what they feel towards their own nation-state. In this sense our cojnjuncture 
and what it entails in terms of the international state-system, is sui generis. 


Two corollaries, it would appear at first sight, can be drawn from 
this perception. But both are erroneous. The first is to dub the capitalist 
Strata with loyalties to the imperialsit superstate "comprador". The term 
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"comprador" was coined in a very specific context and referred to t 
segment of the third world bourgeoisie whose interests were bound up w 
those of metropolitan capital in the colonial period (such bourgeoisise v 
generally engaged in activities like trading within the confines of a colon 
pattern of international division of labour). Enough has already been said 
suggest that the context today is altogether different so that the use of « 
concepts is misplaced and misleading. The second is to see today's world 
approximating the Kautskyan notion of "ultra-imperialism". In Kautsk 
argument "ultra-imperialism" was supposed, inter alia, to be associated w 
peace. By contrast, however, as I argue below, the contemporary wo 
situation is far from being a harbinger of peace*. Seeing today's world 
terms of old concepts therefore is a misleading exercise. 


The pervasiveness of capitalist support for the world superst 
should not be taken to mean that this emerging superstate would in fact 
representative of capitalists of all nations. It, would on the contrary 
dominated by the advanced capitalist nations. For a variety of reasons thi 
hardly surprising: first, even in the international finance capital that we h: 
been talking of, the weight of the finance capital originating in the advan 
capitalist countries is quite overwhelming; and secondly, the stagnatior 
the world capitalist economy ushered in by this new phase of internatio 
financial capitalism makes the quest for markets, the tendency 
centralization on the global scale of capital-in-production, even m 
pronounced, which would necessarily entail a hegemonic role for the ste 
in advanced capitalist countries in the world superstate. In other words w 
is coming into being, in keeping with the requirements of internatio 
finance capital in its current form, is a world imperialist superstate whic 
being superimposed on and which would act through the already exist 
system of nation-states. 


IV 


The questiong would naturally be asked: what is wrong with tl 
Does this not represent the beginning of a new world where national barri 


4. See my "Introduction" to Lenin's Imperialism already cited, See also A.K.Bag 


“Towards a Correct Reading of Lenin's Theory of Imperialism" in P.Patnaik ed. L 
and Imperialism, Orient Longman, Delhi, 1986. 
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the cause of so many conflicts in the past, are finally getting to be 
transcended? Are we not going to have an abrogation, through the exercise 
of enlightened world public opinion, of the licence to practice tyranny with 
impunity by authoritatiran and fascist governments within their national 
borders, invoking national sovereignty to prevent any "outside interference" 
(such as for instance what the Indian government did when it endorsed the 
government-sponsored carnage in Gujarat even while debunking of all 
"outside" expressions of concern over the Gujarat events as infringement of 
Indian soverignty)? 


One would indeed rejoice over the coming into being of a world 
imperialist superstate if it meant a diffusion of human rights and of 
development all over the world. Such however is not the case. Those who 
argue that there would be such a diffusion are mistaken about the basic 
nature of contemporary globalization, and, in particular are oblivious of the 
essential distinction between capital-in-production and capital-as-finance. 


The standard argument advanced in favour of the proposition that 
globaliization would lead to a diffusion of development, runs roughly as 
follows: if a country opens itself up to capital movements (and has a 
complementary neo-liberal regime that encourages and facilitates such 
movements )then it would experience larger capital inflows and there by 
raise the pace of its development beyond what its own internal savings would 
permit. The presumption in other words is that it is capital-in-production 
that has become highly mobile, in contrast to what had been the case 
historically. Capital-in-production had not been historically very mobile, 


_ especially from the North to the South, for, had it been so, the dichotomy 


between the developoed and the underdeveloped regions of the world would 
have disappeared long ago. The present conjuncture, so the argument goes, 
represents something sui generis: capital-in-production has at last become 
mobile, so that if only the underdeveloped countries opened their doors to 
capital inflows, they would overcome their state of underdevelopment quite 
effortlessly. 


Once we recognise, however, that it is capital-as-finance that has 
become mobile and not so much capital-in-production, we get an entirely 
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different conclusion. Opening the economy to the free flow of global cap 
yields very little by way of additions to productive capacity; on the ot 
hand it makes the economy acutely vulnerable to the caprices of globa 
mobile speculative finance, retaining whose "confidence" becomes 
inevitable obsession of economic policy. To this end, the long-term | 
interest rates have to be jacked up, and the fiscal deficit has to be cut (e 
in the midst of a recession as is the case in India today), which, toge' 
with the reduction in tax-GDP ratio that necessarily accompanie 
"liberalized"economy, entails cuts in public expediture and investment 
short, the economy has to be kept deflated, with adverse consequences 
poverty, employment, growth rate, social expenditure, the state 
infrastructure and the level of capacity utilization in industry. The econc 
necessarily gets bogged down in a state of pervasive and worsening dem 
constraint. Together with these come a loss of economic sovereignty, eff 
to attenuate democracy (so that the alienation of the people does not : 
over into an abrogation of the "liberalized" economic regime), and grov 
threats to the unity of the country as the project of nation-building launc 
through the anti-colonial struggle becomes increasingly underminec 
ethnic, communal and secessionist conflicts bred by unemployment 
deprivation. 


But this is not all. There is an even more basic point to be consider! 
A capitalist economy cannot function without a stable medium of hol 
wealth. Gold has traditionally played the role of such a stable medium 
be sure, in the contemporary world wealth-holders do not actually hold g 
They hold some currency (or financial assets denominated in terms of 
currency) which is considered by them to be "as good as gold" (i.e. wl 
price relative to gold is not expected to go down at a rate large enoug 
offset its "carrying cost" advantage). The US dollar tyically is such a curre 
When they hold other currencies (or financial assests denominated in te 
of these other currencies), as indeed they do, the reason for their doing 
their conviction that the values of these other currencies in terms of the 


5. This point is discussed in my paper "Globalization of capital and Terms of ' 
Movements"in Agrarian Studies edited by V.K. Ramachandran and Maa 
Swaminathan, Tulika Books, New Delhi, 2002. 
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dollars would not decline (often the economies of these other currencies 
have to be deflated to ensure this) and this is generally true of the non-dollar 
currencies of the first world. By the same token, however, if wealth-holders 
do not have confidence in some currecy, then they would shift their wealth 
out of it, which itself would give rise to a secular decline in the value of that 
currency, justifying retrospectively the wealth-holders' lack of confidence. 
If the absence of confidence in the long-run relative value of these currencies 
vis-a-vis the dollar (thought to be "as good as gold") is pronounced enough, 
then even deflation of the economies of these currencies would not be enough 
to prevent a secular decline in their relative real values. And this is true of 
most third world currencies. It follows then that once a third world economy 
is drawn into the vortex of globalized finance, it can experience a combination 
of both deflation and a secular decline in its real exchange rate vis-a-vis the 
currencies of the advanced capitalist countries. And indeed in practice it 
does. 


As a result, in addition to the poverty-increasing and recession- 
engendering effects of deflation referred to above, third world economies 
pursuing neo-liberal economic policies also experience a secular decline in 
their real exchange rates vis-a-vis the US dollar owing to autonomous capital 
account transactions(i.e. wealth being slowly shifted from their countries, 
by both foreigners and domestic nationals, to the metropolitan centres). This 
has an adverse terms-of-trade effect for their economies which accentuates 
the adverse effects on poverty and unemployment mentioned above. In short, 
far from there being a diffusion of development through globalization, what 
actually comes in its wake in third world economies is economic 
retrogression®, which necessarily brings forth opposition, resistance and 
protest from the people. 


The emerging world imperialist superstate constitutes the new 
political arrangement through which this resistance would be countered. 
And the method of countering would necessarily entail a violation of human 
rights of vast masses of the people. There are two specific features here 


6. Foran examination of the consequences of liberlization and globalization for the Indian 
economy, see C.P. Chandrasekhar and Jayati Ghosh, The Market That Failed, Leftword 


Books, New Delhi, 2002. 
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which should not be missed: first, since the process of globalizat 
encompasses capital-as-finance and not so much capital-in-production, ¢ 
since restraints on production are more likely to generate domestic oppoit 
in the third world than restraints on finance, the tendency among third wo 
countries to put the latter kind of restraint would be strong. To counter tl 
the emerging world imperialist state would have to arm itself w 
authoritarian weapons for abrogating the sovereignty of the third wo 
nation-States. Secondly, this tendency towards authoritarianism would 
greatly strengthened in so far as unemployment and worsening poverty 
the common people. In other words, since the domestic social support b: 
for any national state in the third world that compromises with the emerg! 
world imperialist state would be weak, and since any national state t 
does not so compromise would have to be coerced into falling in line ( 
alternatively, overthrown), the world imperialist state would have to take 
an authoritarian character. 


Thus, far from representing an instrument for the diffusion of hurr 
rights and development, the imperialist superstate becomes a weapon | 
the suppression of the poeople so that they remain reconciled to the state 
accentuated misery and deprivation to which the process of globalization 
finance condemns them. This is not to say that occassional individ 
instances of violation of human rights by third world governments do 1 
call forth intervention in defence of human rights from the imperialist powe 
But these individual instances typically happen to be cases where | 
imperialist powers are themselves not directly involved in the role 
oppressors. And, in any case, these individual instances should not make 
miss the wood for the trees. The basic orientation of the world imperial 
super-state is authoritarian-and oppressive. It is sheer apologetics to prete 


that under its aegis there would be a diffusion of development and hum 
rights. 


Vv 


We can in fact get a preview of how this authoritarian wo 
imperialist state would manage domestic Opposition in third world countri 
Three mechanisms for the exrecise of this authoritarianism/dictatorship 
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immediately obvious: first, the right, which the US, acting in concert with 
other advanced capitalist countries, has arrogated to itself in the post- 
September 11 period, of intervention, including armed intervention if 
necessary, in the affairs of any country in the name not just of fighting 
"terrorists", but of getting rid of "rogue states". If any organization in any 
third world country advocates and campaigns for national autonomy, 
sovereignty, and the reversal of neo "liberal" policies, then that organization 
can be branded as "anti-US" and a potential terrorist outfit, and "joint action" 
can be initiated, by imperialist troops and local armed forces together, against 
such a outfit. Where in the name of "intelligence sharing" imperialist secret 
services are already actively functioning in a host of third world countries, 
imperialism's capacity for directly attacking all protes movements as 
"terrorists" is obvious. What is more, if perchance a government of a country 
becomes recalcitrant, then it can always be dubbed as a "rogue state" and 
"destabilized". The way in which erstwhile favouites of the West from 
Saddam Hussain to Slobodan Milosevich were villified and attacked, the 
moment they began to assert themselves against the West, clearly points to 
the ease with which any State can be suddenly declared a "Rogue State". 


There is a further point here. In the name of fighting terrorism, the 
nation States in several third world countries have arrogated to themselves 
the right to deny civil liberties to "suspected terrorists" (The Prevention of 
Terrorism Act 2002 in India is an obvious example of this). With the 
imperialist super-state exercising hegemony over the third world nation- 
States, and the latter in turn intensifying their authoritarian grip over the 
prople through "anti-terrorist legislation", there is in effect a signifiant 
strengthening of the control of the imperialist superstate on the people of 
the third world. Opposition to "globalization" can be dubbed "anti-West", 
hence ipso facto potentially terrorist, and invite repression on the basis of 
the law books of the domestic nation-state itself. 


The second mechanism is to bind countries with international 
agreements, like the WTO, such that even if there is a change of regimes 
within any country, the fact of this change would make no difference to its 
policies. Interestingly the US itself repeatedly flouts the WTO with complete 
impunity, even through the WTO has been drafted keeping its interests and 
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those of other imperialist countries uppermost in the mind. While the la 
example of such flouting is the steel tariff it has imposed., instances suc} 
the continuation of special 301, Super 301, the formation of NAFTA | 
constitute earlier violations of WTO. The third world countries on the ot 
hand not only have their arms regularly twisted to force them into sign 
on the dotted line, but also face strict punishment in the event of their violat 
any part of the agreement. Such agreements constitute an imposition ot 
alien will on the juridically sovereign institutions of a third world coun 
and hence instruments in the armoury of the world imperialist dictators] 


The third mechanism is the following. Unemployment, grow 
poverty, and material insecurity provide a breedoing ground for secessior 
fundamentalist and fascist movements that divide the people along eth: 
religious, and communal lines, and hence run counter to any effort to u! 
them against imperialism. Such movements play into the hands 
imperialism both by distrupting popular unity, and by enabling it to interv 
on the side of whichever force happens to be pro-imperialist (some Isla: 
fundamentalist movements, for example, as opposed to the communal-fas 
Hindutva movement in India, have an anti-imperialist thrust , and in tl 
case imperialism intervenes in the name of "preserving civilization") 
short, dictatorship by the engineering imperialist super-state becomes | 
much more easily manageable when the third world is riven by divi: 
movements. 


VI 


Let us recapitulate the argument advanced so far and draw cer 
conclusions. Different phases of capitalism are associated not only \v 
different forms of the state domestically but also with different relati 
between states internationally, or, in other words, different global st 
systems. The current phase of capitalism is associated with a proces 
globalization of finance and the formation on this basis of an internatic 
finance capital quite different from the finance capital of Lenin's ti 
Corresponding to this we are also seeing the emergence of a world imperi: 
superstate that defends the interests of this international finance capital 
protects its freedom of operation world wide. This superstate is formed 
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those belonging to the advanced capitalist countries, acting in unison, 
abrogating the sovereignty of the other, third world nation-states, and takin g 
upon themselves the responsibility of "looking after the world economy 
and polity”. 


Since the process of globalization is associated with economic 
retrogression and accentuation of poverty over much of the third world (and 
even large parts of the first world), it necessarily engenders resistance: 
resistance is also engendered by the abrogation of national soverei gnty which 
means a rolling back of the independence won by many colonies and semi- 
colonies after years of bitter struggle against their "master nations". Faced 
with this resistance, which in certain circumstances may take the refracted 
and entirely counter-productive form of "terrorism", the world imperialist 
super-state increasingly, and necessarily, takes on authoritarian forms. It 
increasingly becomes a dictatorship, not just in the sense in which a state 
based on class rule can be described as a dictatorship, but in a more direct 
sense. Indeed a dialectic develops in certain periods whereby dictatorship 
and terrorism feed on each other, call forth each other, and justify each other 
as their respective protagonists, though of course the two sides in this 
particular struggle are vastly unequal. 


The fact that such decisive mass action has not yet broken out does 
not mean that we are coming to "the end of history" where imperialist 
oppression perpetuates itself forever. There are to be sure contradictions in 
this emerging order. The very fact of oppression represents a major 
antagonistic contradiction, which, though it can be managed for a while, is 
bound to become more intractable over time. Dictatorship cannot be a 
permanaent phenomenon in this day and age. Secondly, globnalization of 
finance has brought higher unemployment and greater inequalities in the 
advanced capitalist world itself, so that opposition to the new order, which 
is found already quite considerable, is to grow over time. (The isolationist 
fascist movements growing in the advanced countries represent a grotesq- 
uely distorted initial expression of this fact). In short, disunity within the 
advanced capitalist world may well increase, providing space for oppositional 
movements in the third world itself. Thirdly even among the hegemonized 


62 Corporate Globalisation and People's Alterna 
SIN iE BB cn 


nation-States in the third world, some may become more ambitious an 
to carve out an autonomous space for themseles, in which case "mana 
them" would become more difficult than appeared at first sight. There 
other words plenty of room for the play of contradictions in this new situa’ 
Nonetheless, the tendency towards a world imperialist dictatorship 
putting it differently, an imperialist super-state in the form of a dictator 
that is overarching functions through establishing its hegemony over exis 
nation-states, is quite unmistakeable. 


Understanding this phenomenon is an important prerequisite 
fighting it. But this understanding is thwarted by the fact that many | 
detected in it a tendency towards a universalization of humanist value: 
freedom, democracy, and civil liberties. They could not be further fron 
truth; indeed they have imbibed imperialist paropaganda about itself, w 
like the old "white man's burden" theory, pretends that it is spreading hu 
values against barbarism when it is actually imposing a predatory despo 
over much of the world. When the Palestinian people are being massa 
in their hundreds by an Israel supported by imperialism, the pretens 
spreading human values should be seen for what it is. 


4 


Globalisation, 
State and Democracy 


Rama Melkote* 


From the demolition of Babri Masjid in 1992 to the communal 
carnage in Gujarat in February 2002, the Indian state has not ceased to 
degenerate into an institution of self-seeking power mongers. The seeds of 
the crisis of the state were undoubtedly sown in earlier decades. The 
complicity of the state in both the episodes is now universally agreed upon. 
The importance of the opposition parties - communist, con gress, Janata Dal 
etc. in countering communalism, fundamentalism, and corruption has never 
been more evident. Gujarat, more than ever, revealed the fragility of public 
institutions and the very nature of the Indian state. Gujarat is described by 
the RSS as "the laboratory of the Hindu Rashtra". If the Gujarat carnage is 
only the beginning of the experiment towards the buildin g of ‘Hindu Rashtra’, 
then there is little hope of building an India - democratic, secular and socialist. 


Until the 1960s, India was able to project the image of a nation- 
State with the capacity to formulate independent economic policies for a 
welfare state and play its role in international relations with an independent 
vision and purpose that may not have been commensurate with its power. 
India's role in the non-aligned movement, claim to values of peace, non- 
violence and moral postures in world politics have given way to realism’ or 
more of ‘pragmatism’ politics of power - in a world of nuclear arms. The 
shifts in its foreign policy in the past decade reveals a state whose ideology 
is the construction of a hegemonic Hindutwa Nation. India's failure to provide 
the minimum means of livehoods, work and literacy - now universally 
accepted as human rights - have eroded the very legitimacy of the state 
through the seventies and eighties. The processes of Globalisation in the 
nineties, the new economic policies are giving rise to a new conceptualization 
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of the State, Nation and democracy. To quote David Harvey "There is a tl 
and place in the ceaseless human endeavour to change the world, wl 
alternative visions no matter how fantastic, provide the grist for shap 
powerful political forces for change. I believe we are precisely at suc 
moment". (David Harvey, "Spaces of Hope", Edinburgh University Pr 
Edinburgh, 2000, p. 195). The need to create these spaces of hope must 
underscored while at the same time acknowledging that not all alternati 
or alternative movements in the civil society are truly democratic or car 


spaces of hope. 


Globalisation - Implications for State and Society 


Economics point to the level of integration, interdependence 
openness of national economies to uncontrollable market forces | 
transnational corporations as the principal economic actors and major ag¢ 
of change. Sociologists point to the intensification of World wide so 
relations linking up distant localities of the world. The compression of 
world into a "single social space" unifies human condition that drives 
logic of further capital accumulation. While the logic of capitalism is 
driving force of globalization, it is hard to agree that it creates ec 
opportunities for all in the 'single social space’. The contemporary revolu 
in information technologies radically transforms the productive process 
compresses the time - space equation enormously. As Marx said "Econc 
of time, to this all economy ultimately reduces itself". The greater the sp 
with which the capital that is launched into circulation can be recupera 
_ the greater the profit will be, as in capitalist enterprises the costs of produc 
are calculated in terms of the time it takes to produce things, and labot 
subjected to pressures to reduce the time spent on a particular task. 


The development of market into world market and the universali: 
tendency of capital in contrast with all the previous modes of product 
.... create all sided intercourse and all sided interdependence of the w 
regions". (See Paresh Chattopadhyay; “Marx on Capital's Globalisation. 
Dialectic of Negativity”, Economic and Political Weekly, May 11-17, 2 
PP 1839 - 1841) However the "all sided intercourse and all si 
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interdependence of the world regions" does not imply a global village of 
equal opportunities for all. Contradiction between capital and labour produce 
inequalities between regions, between different communities, classes, castes 
of the same region. "......technology and the combination of the social process 
of production developed by it (capitalism) has meant the simultaneous 
exhaustion of the twin sources from which springs all wealth, the earth and 
the labourer”. (Ibid; p.1840) 


The fundamental transpformation in the organization of production 
is accompanied by institutional arrangement necessary for such 
transformation. Neo-liberalism, the structural adjustment policy of the World 
Bank, the IMF, and the WTO following the GATT agreements constitute 


_ the new institutional framework for capitalist transformation. The monopoly 


of power of the state as the ultimate decision makin g institution - as a soverign 
entity - is fast eroding as it shares its authority in economy and society with 
other entities such as Banks, International Institutions like IMF, accounting 
and law firms. Yet, even if the nation states function less as soverei gn entities 
and more as components of an international polity, they will have to provide 
legitimacy for and ensure the accountability of supranational and subnational 
governance mechanisms. Although international markets and new 
communication media have reduced the state's exclusive control of territory, 
the state still retains one central role that ensures a large measure of territorial 
control - the regulation of population and maintenance of law and order. 
State sovereignty itself may not be questionable but autonomy of states in 
policy making, both internal and external, is rapidly eroding. While 
international funding agencies influence internal policy making, the 
hegemonic Power of the US attempts to lay parameters of foreign policies 
for countries and international relations, in the name of struggle against 
terrorism. The shifts in India's foreign policy made by the National 
Democratic Alliance government from Nehruvian Idealism to real politics, 
the attempts of the United States government to mediate in the South Asian 
Region. 


By the 1990s the state in India ceased to be a developmental state 
and emerged as what the World Bank termed as an ‘enabling state’ - a state 
that is conducive to market forces. The transition from the Nehruvian model 
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of welfare state - 'Socialistic pattern of society’ - to a minimal state carr 
with it the erosion of legitimacy of the state and the foregrounding of 'c 
society’. In the larger context, by the 1980s, most countries of the tk 
world were forced to submit to the imperatives of liberalization and struct 
adjustment programmes of the World Bank and IMF, thus sapping the rela 
independence that the South was able to achieve by playing the oil cé 
The new doctrine that States must become instruments for adjusting natic 
economies to the exigencies of the global economy took precedence ¢ 
states’ primary responsibility to safeguard domestic welfare, level 
employment and economic activity. From the emergency of 1975 and popt 
policies of Indira Gandhi to the new economic policies of Rajiv Gandhi, 
Indian State's role as an agent of social change as envisaged by 

constitution has diminished to an extent that makes it fit to be labelled a: 
‘enabling state’ - enabling market forces to operate the economy. Beginr 
from 1980s, the government of India has undertaken a series of adjustm¢ 
in industrial policy, in investment policies for opening the doors of 
economy for direct foreign investment (the MIGA - the Multilat 
Investment Guaranctee Agency sponsored by the World Bank in 1986) aga 
non-commercial risks, changes in intellectual property rights and m 
measures to deregulate the economy such as privatization and closin; 
public sector undertakings etc. The implementation of SAP of the IMF 
the World Bank in developing countries has for the most part, resulted in 
deterioration of living conditions of the working classess and the poor, < 
the increase in absolute poverty, political tensions, conflict and instabi 
India is no excepetion. 


Development and Democracy 


According to the UNDP's Human Development Report, 1999 
1997 the top 20 percent of the global population living in high inc 
countries earned 86 percent of world GDP and the bottom twenty per 
Just one percent. According to the Human Development Report - 2 
governments are not doing enough to attain the UN's seven millen 
development goals on hunger, education and health, which heads of : 


Globalisation, State and Democracy 67 


- [eee rere 


had endorsed earlier. The report sees India too as falling far behind in 
achieving the goal on reduction of extreme poverty as also on infant under 
five mortality. The main theme of the 2002 report is deepening democracy 
for human development. While democratic governance is not easily 
quantifiable, it is a fact there has been substantial increase during the 1990s 
in the number of countries opting for multiparty democracy without a 
corresponding improvement in social and economic outcomes. The failure 
to develop was attributed to poor governance and corrupt governments by 
the World Bank and IMF which therefore advocated an administrative and 
managerial state detached from involvement in economic decision making 
with a central role to encourage the free and fair play of market forces. 
While the International Labour Organisations with a focus on protecting 
the rights of labour do not have the same enforcement powers. Concerned 
with the condition of workers, the ILO in its report, ‘Reducing the Decent 
Work Deficit’ (ILO, 2001) called for bridging the gaps in employment, rights, 
social protection and social dialogue. How can these gaps be bridged without 
a state that is accountable to the people? Democratic governance facilitates 
human development only when institutions are accountable to the people 
and people have democratic rights and themselves can fully participate, not 
merely act as vote banks, in local and national debates and are involved in 
decision making. In the process of making globalization, marketisation of 
work, state and civil societies have undergone revisions in functions and 
perceptions. 


The concept of civil society as an arena where citizens exercise 
contractual rights has been the essence of liberal democracy. The Indian 
state modelled on liberal democracy grants rights to all those who are Indian 
citizens irrespective of sex, caste, religion etc. However this in itself does 
not enable them to exercise their rights due to the social structures and the 
ideological frameworks in which they live. Thus considerable sections of 
the society continue to be marginalized and live outside the civil society 
barely in a position to exercise their contractual rights. The peculiar problem 
of Indian Constitution and political system is that while granting individual 
rights, it does not construct the individual as an autonomous entity but as 
members of castes, communities and minorities, thus acknowledging cultural 
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specificity (personal law) and granting protective legislation (Reservatio 
The individual is not the fundamental unit of political life. Women who | 
forced to marry, windows who cannot marry, children who are forced 
work, men and women who are looked down upon because of their caste 
who are denied entry into temples) may be recipients of constitutional rig 
and yet (outside the civil society) not citizen - subjects in the sense 
individuals actively enjoying their 'rights' and 'freedony. Clearly, conce 
such as individual freedom, rights etc. have little meaning unless they 


contextualized. 


As the constitutionally recognized equality, rule of law, etc. mi 
little sense in view of the deeply embedded social inequalities, civil soci 
becomes an arena of contestation between those who have access to 
institutions of state power and enjoy contractual rights, and the marginali 
sections - the poor, the dalits, minorities and women. The new polit 
discourse of rights and empowerment challenges the entrenched section 
the civil society and makes heavy demands on the state. However, given 
challenges of Globalisation and the neo-liberal policies that cut into 
resource base of the state, the ability of the state to respond to these challen 
is diminshing and institutions of state power are losing their salience. ‘ 
neo-liberal policies and the demands of international financial and tr 
organization are creating a parallel system of governance that undern 
the legally, democratically elected bodies. The growth of the n 
governmental organizations (NGOs) (often referred to as civil society 
significant in this context. They have appropriated many functions of 
state, implementation of welfare policies of the state, and organizing trait 
programmes for those engaged in this work. The shift from earlier emph 
on social service of the voluntary organizations to implementing 
influencing governmental policies has attracted support to NGOs f 
international donor agencies and government organizations. Hailed as " 
missionaries" these NGOs work in remote areas and work with 
unorganized sector of the rural poor. While they position themselves --at! 
some --- as the donors or funders and act as development agencies, | 
ability or freedom to take independent political positions in suppor 
people's struggles is often doubtful. The question is not one of effic 
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implementation of policies but of structural transformation of local and 
global, of changing power relations of state and society, capital and labour. 


New assertions from the hitherto marginalised sections - dalits, 
women, tribals, and minorities and the rise of new social movements have 
acquired a salience that is changing the meaning and scope of politics. The 
alternatives to traditional political institutions (legislatures, parliament etc), 
political processes (elections, political parties) have been theroised as grass- 
roots politics and non-party political processes. The question now is whether 
these alternative and non-party processes can face the challenges of 
globalisation. We need to avoid utopic understanding of these alternatives 
as represented by social movements, NGOs as they are unlikely to bring 
about real changes in the capital/labour relations now dictated by international 
finance capital. Nevertheless, the social issues that are foregrounded by these 
is a major contribution to the changing nature of politics. 


The failure of the state in India to change the structural relations of 
power - political, economic and social that dominate our society-to bring 
about a social transformation reflects its class, caste biases. The causes for 
the failure, according to international agencies such as the World Bank, rest 
with the failure of 'governance' - a term understood as decentralisation, 
empowering the local bodies and institutions of civil society, and above all 
curtailing the role of the state. The problem, however, is not with 
decentralization and empowering of local bodies, but with a disempowered 
State that relies increasingly on parallel bodies created in the name of 
governance, that are not accountable to the people as elected bodies are 
expected to be. This is not to say that representative bodies - elected by the 
people - have functioned the way they were expected to. The distance between 
institutions of government and the people has grown enormously so much 
so that they were available and useful to the already entrenched sections of 
the society. Government institutions, policy makers governed with little 
reference to the real needs of the people. Political parties immersed in 
electoral politics failed to address issues of inequalities even as basic as 
illiteracy, child labour, dowry etc. It is these failures of institutions and 
political parties that have reduced the Indian democracy to a formal 
democracy, content with holding periodic elections. 
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The subversion of democratic institutions, particularly at the lc 
level, by the ruling BJP government in Gujarat has been a proces: 
‘manufacturing «consent' to the communal carnage. Panchayats © 
municipalities are the most important instrumentalities of democracy) 
‘institutions of self-government’. The BJP ruled states on the whole did 
care to honour the constitutional requirements of extending the 7 
Constitutional Amendment to the Fifth Schedule Areas in 19 
Postponement of panchayat elections due in June 2000 in Guja 
announcing monetary incentives for unopposed elections (sic) or unanimr 
elections by the Modi government, denying reservations to the Advivas: 
the Fifth Schedule Areas, reorganizing of 34 gram panchayats and crea 
81 gram panchayats two days prior to the election notification - all | 
contributed to the communal carnage. 


Spaces of Hope 


The alternatives to the Nehruvian Model has been posed by 
emerging ‘World Order’, and the Globalisation processes, now rap 
espoused by the privileged classes and castes. It is this model of a 
liberal state and its policies that is unfolding itself. The corrupt state anc 
institutions that sustained it arrogated to themselves all power in the n 
of modernisation, development, secularism and socialism, setting asid 
satisfaction of basic human needs of the people. The emerging social fc 
that challenge this State contain those who wish to do away with this m 
lock, stock and barrel in the name of real secularism (Hindutwa) and 
modernisation (a nuclear India). There are also those new social forces 
new elites who wish to share, control or divide more equitably the resot 
of the state without questioning its corrupt foundations. Cultural iden’ 
assume primacy in the debate in the struggle for power. The Hindutwa fc 
- the Sangh Parivar - wish to eliminate all differences and diversity 1: 
name of unity of the Nation. The paradox for the Parivar is the contradi 
between cultural unification that they wish to promote, and the dive 
that the globalising economy that opens the flood gates via the visual n 
and imported consumer goods. The new social forces emerging fror 
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hitherto marginalised assert their cultural identities and Claim their share in 
the globalising cake. Nevertheless there are those at the bottom who oppose 
the new economic policies, as it is they who are affected most by the rolling 
back of the state. What is important to note is the very diversity of the groups 
within these new social forces that defies unity and thereby weakens their 
opposition to Hindutwa forces and their demand for their share in the 
economy. The danger that needs to be coutered is the Support from some of 
these sections to the Hindutwa agenda. Gujarat exemplifies this danger. The 
participation of tribal communities in the Carnage against the muslim 
community unfolds social dynamics that need to be scrutinized. The conflicts 
between tribals and Dalits over issues of land (in Orissa, A.P. etc) in different 
parts of the country oftern tell a story of economic conflicts dressed up as 
cultural/identity conflicts. The connivance of the rulin g party and government 
of Gujarat in the communal carnage also reveals the weakness if not the 
total absence of human rights and other social movements, and the NGOs to 
counter the fascist forces. Thus, it is hard to take the institutions of civil 
society for granted nor characterize them as progressive. While there may 
not be a one to one relationship between globalisation and the rise of 
fundamentalist movements as these existed even earlier, the weakening of 
institutions of state power to counter them, and the inability of institutions 
of civil society (NGOs, social movements, human rights organisations etc) 
to deal with them indeed makes a mockery of democracy. Ideologies which 
bear the traces of democratic norms, secular values and moral principles 
have either eroded or movements which claim them are so fragmented that 
any unified action against fascist organisations and movements becomes a 
dying hope. It is increasingly hard to lay claim for a progressive, democratic 
civil society. The mobilisation of all those who oppose imperialist 
globalisation and believe that ‘another world is possible’ at Porto Alegre in 
Brazil is an example of the emerging global civil society. Yet, one needs to 
be cautious about assuming the possibilities of this global civil society 
countering the power of global finance capital and institutions. 


While Globalisation apparently appears to be promoting democratic 
institutions of ‘governance’, these institutions have marginalised elected 
bodies and institutions of state power such as legislatures, local bodies ete. 
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Democratic participation of the people in policy making or influen 
policy-making is closely linked to their place in the market economy. W 
through processes of globalisation, the influence of the media in sha 
consciousness of the people indeed leads to a social engineering as n 
before, the power of finance capital and subservience of the state to it dee 
the crisis of the state and society. The hope for a better, and more democ 
society lies in the emergence of social justice movements across ¢ 
communal and class solidarities. In an era when movements centre ar¢ 
identities, the problems involved in forging such solidarities cannot be wi 


away. 


5 


Economic Reforms, 
State and Welfare Policies 


M. Kodanda Ram* 


Globalization brought fundamental changes in the nature and scope 
of the state activities. States all over the world have given up welfare activities 
and started initiating measures to strengthen the market forces. Even in India 
there is a major shift in the tasks undertaken by the state. But the evolution 
of the welfare state and the processes that led to its decline varied from one 
country to the other depending upon the socio-economic formation. 


There are innumerable studies that describe the changes in the 
functions of the state in the era of globalization and its impact on the society. 
But there are very few studies which analyse the specific forms acquired by 
the state in various countries to perform a new role in the era of globalisation. 
These gaps in the understanding of the state arise primarily due to the 
limitations of the theoretical perspective adopted to understand the state. 
State is viewed by a large number of Marxist groups basically as an 
instrument of the ruling class. This view emerged baically to justify a political 
Strategy for revolution. Such an instrumentalist view, however, prevents us 
from gaining insights into the intricate relationship between the social classes 
and the state. Since the state is seen as a mere tool in the hands of the 
dominant classes, the Marxists never felt the need to examine the process 
by which these classes establish hegemony over state. One has to go beyond 
the instrumentalist approach to unravel the forces that work behind the forms 
of the emerging ‘facilitating state’. It was Gramsci who wridened and 
deepened the Marxist understanding of the state. 


As Gramsci argued, state is not merely a reflection of the structure. 
It plays a crucial role in maintaining and expanding the power of that 
dominant class that is vital to reproduce the production relations. State also 
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has relative autonomy. It rises above the immmediate interests of the ru 
classes and introduces changes from above. This does not mean the stai 
completely independent of the dominant classes. The autonomy implies 
the state does not take the form of class dictatorship’. However, the autonc 
of the state is determined by the given economic structure. 


Since the state enjoys relative autonomy from the economic ai 
and acquires national-popular character, even the subaltern classes ge 
opportunity to secure concessions from the state. However, only t 
economic interests are guaranteed by the state. With the universalisatio 
the franchise even the parties of ruling classes are under compulsio. 
consider the interests of the dominated classes. 


In view of this situation, the state can not be seen as mere tool ir 
hands of the dominant class. No single class can manipulate state powe 
the exclusion of the others. State becomes the terrain where the conten 
groups engage in conflict for benefits. It some times makes concessio 
the dominated classes that may even go against the immediate interes 
the dominant classes. So state is the site where masses make and 
demands. In fact, the socio-economic rights and the representative democ 
are the products of mass movements. 


However, this does not mean that the state is indeterminate 
malleable structure that is open to penetration. Even in the represent 
form of government, the scope for transformation is limited by the isola 
effect introduced by the state. The capitalist state recognizes only 
individual citizens. It embodies the unity of the individual citizens abstra 
from their individual life and identitiy. Class division and the real 
identities are relegated to the private sphere of the civil society. Conseque 
the state disrupts the mobilization of the oppressed classes along the ¢ 
lines. So a discrepancy exists between the class position of a group an 
political articulation. 


While the political unity of the subaltern classes is disrupted, thre 
a very complex process, the domination of the dominant classes is inscr 
into the state. The Gramscian concept of hegemony provieds us with insi 
into the relationship between the dominant class and the state. Accordir 
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Gramsci, ruling class operates at two levels in the civj] society and at the 
level of the state. 


The dominant faction of the ruling class can gain control over the 
state only when it establishes leadership over not only the historic block but 
also over the subaltern classes in the civil society. It means that a certain 
way of life and thought becomes dominant in the civil society. Gramsci 
explains the process by which the runing class gains the intellectual leadership 
in the civil society through the concept of hegemony. Hegemony refers to 
the political and cultural leadership of the dominant class over the entire 
society, including the dominated classes. It results in the universalisation of 
the world view of the dominant classes. 


Hegemony is embodied in various institutions, practices and 
ideologies. According to Gramsci "hegemony is only unified into an 
apparatus by reference to the class that constitutes itself in and by the 
mediations of the various sub-systems the educational apparatus.. cultural 
apparatus... the organization of information....everyday environment, town 
planning not forgetting the specific weight of apparatuses that may be 
inherited from an earlier mode of production (eg. Church)."! 


The Gramscian notion of hegemony makes sense only if we 
recognize the autonomy of the super structure. In Gramsci's view human 
beings are not mere reflections of the base. They play a key role in creating 
history. However, the choices available to them are historically determined. 
The ideas, values, institutions that men create in the given historical situations 
also play an important role in creating conditions for the reproduction of 
relations of production. 


The dominant class gains consent to its domination through 
hegemony in the civil society. And hegemony is diffused and exercised 
through out the civil society. The dominant class begins to mobilize the 
subordinate classes only when it transcends the economic corporate phase 
and emerges as an autonomous political force. At this stage in its development 
the hegemonic class appropriates the values, practices, and organization 


1. Christine Buci-Gluckman, Gramsci and the State, Lawrence & Wishart, London, 1980, p.48. 
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through which people understand and deal with the world. And it is thre 
these practices that the dominant class articulates its own world view. 
interpolation of the ideologies and organizations of the popular masses en 
the dominant classes to establish its hegemony. That is why Gramsci | 
that "hegemony presupposes that account be taken of the. interests 
tendencies of the groups over which hegemony is to be exercised, and tl 
certain compromise equilibrium should be formed - in other words, tha 
leading group should make sacrifices of an economic-corporate kind." 


Though Gramsci argues that "hegemony is ethical-political" he 
recognizes that "it must also be economic, must necessarily be based o1 
decisive functions exercised by the leading group in the decisive nuclet 
economic activities."* Thus Gramsci recognizes the dialectical relat 
between the superstructure and the economic structure. Without a bas 
the production, to which Gramsci accords a determinant role, heger 
can not be sustained. Gramsci's concept of hegemony 1s clearly embo 
in a variety of institutions. State is one such institution. Therefore, Grai 
does not treat state merely as a repressive agency. According to Gran 
state "is the entire complex of practical and throretical activities with w 
the ruling class not only justifies and maintains the domination, but man 
to win the active consent of those over whom it rules."* State not. 
exercises coercion but also organizes consent. This is summed up ir 
statement that the "state must be conceived of as an "educator", in as n 
as it tends precisely to create a new type or level of civilization." 


Through the concept of passive revolution, Gramsci explains 
role played by the state in containing the challenges to the hegemony o 
dominant classes from the subaltern classes. According to Gramsci "the 
a passive revolution involved in the fact that - through legislative intervent 
of the state, and by means of corporative organization - relatively far-reac 
modifications are being introduced into the country's economic structu 


2. Antonio Gramsci, Selections from the Prision Note Book, International Publi. 
New York, 19789, p.161. 


3. Ibid. P.161. 
Ibid p.244. 
Ibid. p. 247 
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Passive revolution is necessitated whenever the Massess organize 
themselves into an autonomous force and challenge the hegemony of the 
dominant classes. Under such circumstances the state initiates a process of 
reorganization from above to accommodate the subaltern Classes. State 
accepts some of the demands raised by the popular masses. But at the same 
time it persuades the subaltern classes to restrict its Struggle to economic 
terrain with a view to prevent the hegemony of the dominant from being 
challenged. In the process subaltern classes are prevented from having their 
political instrument. In other words the revolutionary process is subverted 
by the passive revolution. Passive revolution is thus a Strategy adopted by 
the dominant classes to preserve their hegemony. It brings about the transition 
to capitalism without the accompanying political and socio-cultural changes. 


Thus, state is not merely an instrument of coercion. In fact coercion 
as a system of enforcement remains in the background and comes to the 
fore in the form of naked force only when the authority of the dominant 
classes is seriously threatened. Gramsci argued that even under exceptional 
circumstances, state tries other methods to control subordinate classes. It 
imposes drastic changes from above that lead to institutional rearrangement 
and redefinition of the relationship between state and subaltern classes. Thus, 
state plays a crucial role in maintaining and expanding the power of the 
dominant classes that is vital to sustain production and reproduce the 
production relations. State also has relative autonomy since it rises above 
the immediate interests of the ruling classes. State therefore is an ensemble 
of power relations. The state evolves continuously in response to the demands 
made not only by the dominant classes but also under pressure from the 
subaltern classes. 


The Gramsican framework is a useful tool to analyse the politcal 
dynamics in the third world. In particular, it explains the distinct form of the 
state in the third world countries like India and decisive role the state plays 
in the historical transformation of the society. The post-independence state 
was shaped by the anti-colonial movements. The political thinking in India 
before independence was seized of the questions of what form should the 
government take after independence. It may be noted that Congress 
dominated the Indian freedom struggle till the beginning of the 1920's. The 
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thinking of the Congress at that historical juncture was that the conditio 
the people would improve automatically, if the British left the countr 
was from the 1920's onwards that peasant movement, trade union movem 
tribal uprising, and anti-caste movements began to gather moment 
Socialists and Communists too became very active in the national moven 
during this period. These movements took a firm position that polit 
freedom would be meaningless if social and economic inequalities were 
addressed. The Congress under the influence of the subaltern movem 
also came round to this view over a period of time. Finally, it resolve 
the1931 Karachi conference, that "in order to end the exploitation of 
masses, political freedom must include real economic freedom of star 
millions." Prior to the Karachi session, Congress viewed freedom as an 
in itself. 


It was this thought that led to the formulation of the In 
Constitution. The Indian Constitution lays down that "the fundamental : 
of the government is to create a new society founded on liberty, equ: 
and justice." The elimination of the privileges that are traditionally give 
an individual in our society, by virtue of caste, property and gender is 
primary responsibility of the government. Every individual should have 
opportunity to choose life and grow into a complete individual. Thus. 
welfare policies in India are the product of the national movement. 
poor, and the marginalized people could always rely on the constituti 
freamwork to articulate their demands and to negotiate with the governn 


Particularly, in the post-colonial context, state tried to implem« 
number of welfare policies. No single class could gain total control ove 
state apparatus after independence. The existence of different mode 
production simultaneously - capitalist as well as pre-capitalist mode 
production - has a bearing on the state formation in India. This leads 
complex situation. There is more than one dominant class. The indige! 
bourgeoisie, metropolitan bourgeoisie and the land owning classes ar 
elements of the power-block in India. The power-block is not a homoge 
group. The rival groups negotiate with the state to secure favourable poli 
So, not only the subaltern classes, even the dominant classes have ex 
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pressure on the state. State acquired autonomy because of the complex nature 
of the social formation. The autonomy was necessitated to mediate between 
the competing propertied classes. 


The autonomy enabled the state to play a strategic role in the 
economic sphere. As the bourgeoisie in India was weak due to historical 
reasons, the state had to work for the economic development. It mobilized 
and deployed resources in the name of economic development. The control 
over the economic activity has given the state enormous power. Very often 
bureaucracy exercises this power. Since a democratic form of government 
came into existence in India,politicians and political parties also emerged 
as an important force. Thus, the forms of resistance to colonialism and the 
requirements of the economic development shaped the administrative 
structures and policies of the state in India. 


Given the historical realities, the policies adopted by the Indian 
State were predicated on a version of state-socialism around which developed 
a broad consensus during the freedom movement. The policy regime had its 
"focus on heavy industrialization, planning, and a public sector "commanding 
the heights" of a mixed economy substantially integrated into the world 
capitalist economy." The government has also formulated a land reform 
program to transofrm the agrarian sector. However, successive governments 
had relied on the bureaucracy rather than mobilizing the people in the 
implementation of these policies. In the process, state has established total 
control over the economic systems with the capitalist mode of production. 


Many changes took place in the Indian society as a cosequence of 
the state led economic development. The capitalist class gained in strength 
with the support offered by the protectionist regime. In the agrarian sector a 
class of landlords and rich peasants emerged and began to undertake intensive 
cultivation with the state support. At the same time, due to the welfare policies 
a small middle class emerged both in the rural and urban areas from amon g 
the marginalised sections. Labour laws guaranteed job security for the 
emerging working class. 


The welfare state in the given historical circumstances could gain 
the support of various social forces. The supporters included industrial 
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workers, government employees, middle classes, capitalists, intellect 
and the rich peasantry. 


But the entire paradigm of state led development faces crisis, ma 
because the capitalists and the rich peasants after securing the state sup| 
for their development, began to demand freedom from state and lat 
organisation to gain more opportunities for investment as the main object 
Under the pressure from these sections, the central government introdu 
changes in the welfare policies. The reform process started since the e 
1980's. During her second tenure, Indira Gandhi initiated a set of ref 
policies surreptitiously. Subsequently, Rajiv Gandhi, the initiator of the: 
economic policies gave clear direction to these changes. Both the regir 
however, operated within the earlier framework and prepared the gro 
for the subsequent reforms. These precedent made it easy for 
P.V.Narsimha Rao regime to bring about a paradigmatic shift in econo 


policies in India. 


The World Bank and IMF played a vital role in determining 
pace and direction of the economic reforms during this phase. TI 
international financial institutions have adopted neo-liberalism which bel 
in the principle of respecting individual choice. It views collective effo 
realize the common good as a threat to individual freedom. In their v 
market alone guarantees total freedom. In tune with this philosophy. 
International Finanacial Institutions argue that "markets sould be le 
themselves, and then economic development would more or less take 
of itself...in short, it meant that the means... market forces... became an 
in themselves."’ 


The elements of the strategy prescribed by the IMF and the W 
Bank to the Third World in particular and India are as follows: reductic 
expenditure on welfare policies; trade and financial liberalization; elimins 
of barriers to foreign investment; and privatization of public enterpr 
This package is being implemented in India since 1991. 


However, World Bank and IMF realized in the 1990's that the 
can not be completely rolled back because state's intervention is essenti 
operate market economy. The ability of the state to create conditions fe 
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market is termed as governance. In the light of these developments 
institutional reforms are initiated since the mid-1990. The new institutional 
frame work is also being evolved in India. A review of existing laws is taken 
up at the state and central level. In fact the Constitutional review is done in 
this context. Most of the policy decisions are now delegated to the expert 
committees or the so called regulatory authorities. For examples, the power 
tariff is no longer decided by the government departments. The tariff 
regulatory commission is vested with the power to decide the power tariff 
rates. Publlic enterprises are either closed or sold to the private sector. 
‘Governance’ has become the catch word in the administration. And it is 
nothing but an euphemism for diminished government. Nature of the political 
activity is also changing radically. It is no longer concerned with the common 
welfare of the citizens. Basic purpose of the political activity is ensuring 
political support for the plans meant for the rapid development of the private 
sector. 


In India, the economic reforms were initially confined only to the 
Union Government. India being a federation the impact of the liberalization 
policies was confined to a few items that fall within the purview of the 
Union Government. Many areas, such as electricity, are entrusted to states 
under the Constitutions. The state governments were indifferent to the reforms 
until 1995. In these areas reforms are felt only after the states initiated the 
reform process. 


Thus, the welfare state which was accepted till the 1980's, was 
questioned and swept aside by early 1990's not only because of the pressures 
from the international financial agencies but also due to the pressure exerted 
from the ruling classes. And the shift has taken place due to concerted political 
campaigns against the welfare state by the regimes both at the centre and in 
the states. Paradoxically, in these campaigns, pro-liberalisation governments 
have drawn extensively from the arguments raised by the earlier people's 
movements against the state. Particularly, in India since the early 1950's 
government departments were accused of being inefficient. Corruption and 
nepotism in the government ware also highlighted by the people's 
movements. These criticisms were part of a political strategy to make the 
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government more accountalble and responsive to the needs of the pec 
The pro-liberalisation regimes have selectively appropriated the disco 
of the people's movements and used it against the welfare state itself. 
earlier people's movements against the state never rejected the wel 
policies. On the contrary, the government was criticized for not implemen 
the welfare policies with earnestness. This perspective was convenie 
ignored by the pro-liberalisation regimes. 


In Andhra Pradesh, the government through a series of docum 
known as the white papers has orchestrated a criticism, against the wel 
policies. Government has tried to publicise that the welfare policies suc 
the two-rupees-a-k.g. rice scheme, are responsible for the backwardne:s 
the state. It is through such arguments that the government mobilized pu 
opinion to dismantle the welfare policies. To put it differently, 
governments have been trying to deploy skillfully the arguments of peo] 
movements to gain support for the liberalization process. It is necessary 
the movements against globalization to reconstruct the narrative of 
people's movements on corruption, inefficiency and nepotism to resist 
liberalization process. 


But the progressive movements all over the country face a diler 
They find it difficult to demand welfare measrures from the very state w 
they intend to overthrow. In view of their hostility to the state, they are 
able to offer sufficient justification for their claims. Very often, they 
merely seeking support to the needy for the amelioration of the suffer 
The left and democratic forces have to evolve a comprehensive disco 
on welfare to withstand the onslaught of neo-liberalism. Welfare prograr 
should be reclaimed to put an end to discrimination. The welfare program 
must be visualized as a means to empower the weaker sections agains 
dominant forces in the society. Therefore, they cannot be built withc 
Serious criticism against the inequalities in the society. In other words, we 
measures must include a transformative vision. In fact, welfare meas 


6. Ibid. pp.119-120. 


7. John Harris, Depoliticizing Development : The World Bank and Social Capital 
Word, Delhi, 2001, p.78. 
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have always been formulated in the context of a Struggle against the 

hegemonic forces by the marginalised sections of the society. The left groups 

b must therefore view the welfare programmes in a historical perspective and 

_ claim them as entitlements against the dominant forces in the society. The 

_ struggle for welfare programmes acquires democratic content only in the 
_ light of a transformative perspective. 
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Economic Reforms and the Emerging Institutio 
Forms in Andhra Pradesh 


G. Krishna Reddy* 


Politics has long been closely associated with economics in it's € 
happening. All the more, today's world after the onset of globalisation, s 
to place this relationship on new terms. The central place that is accord 
the people in the modern political system particularly in terms of state 
a-vis citizen is fast undergoing change where every aspect of hu 
existence-economic, political, social and cultural - would be proufou 
affected. 


It must be understood that state in India has derived its centra 
monopolistic powers from the ideals - equity and social justice-th 
promises through constitution. These ideals constitute an ideology o 
own which conditioned the political consciousness, beliefs and valu 
the people through the decades after independence. People think 
legitimate to make demands and claims on the state just as the state de 
it's powers from it's assurances to people. This is how the people in | 
perceived their rights vis-a-vis the state. The "Short termism" (De 
Nayyar, 1998) which characterises a particular regime is a derivasti' 
such ideals for which the state stands for in the long drawn transforma 
The statist orientations in economy and polity - centralised plant 
distributive powers, regulation of markets - bureaucratic centralism, p 
powers are drawn from the promises the state made to the people. 
institutions of state accordingly acquired powers. Thus intitutions o 
State in their origins have been attributed certain historical purposes 
carry out their day-to-day functions within such historically conditi 
philosophical frame works. 
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The institutions are shaped from time to time by the compulsions of 
a particular regime. For the purpose of legitimacy of the state, it is expected 
to maintain a continuum between the functioning of the institutions in 
mediating the conflicts and handling the compulsions in the immediate 
context, and ideals for which they are created. This implies that there must 
be a corresponding relationship between the regime politics and the goals 
of the state. Any disjuncture between the two would entail a serious crisis in 
the political system. The advent of liberlisation and globalisation embedded 
in new-liberal philosophy has brought in ruptures in the thinking of state 
and the regimes that be. This paper argues that the dilemmas of the present 
regime in Andhra Pradesh in particular and India in general stems out from 
the break down of institutions in the ideological and existential realms - the 
State as institution to handle the compulsions accruing out of market and the 
society at the existential level. Consequently, the short term of the regime is 
moving in an opposite direction of long term goals of the state. 


The regime under Chandra Babu Naidu in Andhra Pradesh is marked 
by the internal dynamics of the politics and economy in the state and 
intervention of globalisation driven by international financial institutions 
(IFIS) such as International Monetary Fund (IMF), World Bank, DFID (a 
British financial agency which works in collaboration with World Bank in 
third world countries and an active funding agency for the projects in A.P) 
and so on. 


Naidu stepped into power following a major split within TDP 
government under N.T.Rama Rao in August 1995. A section of media called 
it a family coup. Whatever the positions on the event-legal or other wise, 
Naidu's government stood on volatile grounds on two accounts. Firstly, that 
was the time when the effects of economic reforms introduced in 1991 started 
manifesting prominently. Secondly, the market forces that were promoted 
by the economic reforms and the entry of the IFIs as a part of the liberalisation 
Strategies that Naidu's regime opted for, have led him into highly tumultuous 


political conditions. 


The impact of the economic reforms had been felt variedly by the 
different social classes in A.P. It adversely affected the poorer sections due 
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to the withdrawal of welfare policies viz., subsidized rice scheme o 
NTR regime, prohibition of arrack, subsidized power tariff. It is intere: 
to note that the two issues concerning the poor - the subsidised rice sck 
and the prohibition of arrack continued to be the most contentious to 
regimes of T.D.P - N.T.R and Naidu, the former led by emotional apj 
unmindful of the strains on state exchequer and the latter primarily prom 
by the protagonists of liberalisation. It must be remembered that the | 
assembly elections in the state which was fought mainly on the issu 
subsidised rice and the prohibition of liquor was considered to be the 
ever popular expression against the economic reforms. The point th 
corroborated by the subsequent elections for many state assemblies 11 
early part of 1995 which compelled the political parties go for what is te1 
as “competitive populism" (Sudha Pai, 1996). 


While the economic reforms worsened the conditions of 
marginalised sections, it opened up new avenues for the emer 
entrepreneurial class. The interests of this class were hitherto curbe 
"permit license raj". What is largely unique to Andhra Pradesh ir 
emergence of this class was that its capital base was essentially agr, 
surplus. The urban industrial capital was well grounded in the ca 
accumulation from the agricultural front. Thanks to the early advent of g 
revolution into the fertile and canal irrigated coastal region of A.P, a pow 
capitalist agrarian class emerged by the 1980's itself which became mair 
in the social base of the T.D.P. The surplus producing agriculture prom 
this class to convert agrarian capital into agro-based industry, cinema indi 
and other forms of urban capital (Carol Updhya, 1988). Not to lag be 
was the emerging middle class particularly from the upper sections o 
backward castes which was a result of fairly effective implementatic 
reservations. The introduction of economic reforms in the early 1990’ 
shown promising prospects for investment to this entrepreneurial cla: 
one hand and lured the middle classes into consumer market on the oth 


is this coalition of classes which backed the Naidu's regime after At 
1995. 


Three contrasting factors primarily compelled Naidu's govern! 
to opt for the short-termism in seeking the aid from the World Bank 
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’ other IFAs at this juncture. First, NTR's legacy seeped in welfarist framework 


with populist variety-mainly subsidised rice and prohibition of liquor which 
had brought severe strains on the government durin g the first phase of Naidu's 
regime. Second, pulling in the opposite direction, the pro-liberlisation forces 
exerted sustained pressure on the government to be pro-active and to pull 
back from NTR's legacy. The third, the fiscal crisis which resulted out of the 
non performance of the economy. 


It is instructive to note that the World Bank report, "Agenda for A.P. 
Economic Reforms" prepared in 1996 and made public in 1997 and the 
white paper of the government of A.P on the status of finances in the state 
prepared in 1996 have identical explanations for the reasons for the crisis 
and solutions to over come, though both claim to have prepared the 
documents separately. This exercise has provided the grounds for regime 
shift with pro-liberalisation strategies. The reasons for fiscal crisis, were 
shown to be state expenditure on subsides of various kinds, over staffing of 
bureaucracy, non-performance of public sector etc. The solutions suggested 
were to activate the market by promoting private investments particularly in 
the infrastructural and service sector corporations. Privitisation thus has come 
out as a concomitant of liberalisation solutions and World Bank's conditions. 
This has subsequently paved the way for World Bank's "Andhra Pradesh 
Economic Restructuring Programme" (APERP) with a grant of Rs. 2,200 
crores. 


It is important to specify the compulsions that a government 
undergoes, when it enters into agreement with IFIs for financial aid. 
Accompanied by the globalisation agenda, the Bank felt that to ensure it's 
projects be successful and funding used effectively, it is pertinent to supervise 
even the governance of the borrowing countries (Bob Curie, 1996). The 
governance agenda of the Bank is to ensure privatisation and involvement 
of civil society institutions in all it's programmes to make the governments 
accountable and responsible. It insists on collaboration/partnership of state 
and society. However, the irony of the situation is that in an unequally 
Structured power relations in a society like ours it becomes effectively the 
collaboration between dominant private interests in the society and the state. 
The domination of private interests in the matters of governance is legitimised 
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in the name of civil society participation. Thus the minimal state not 
aids the market but also continuously recasts the state-society participa 
Thus the minimal state not only aids the market but also continuously re 
the state-society relations in the process. 


The vision 2020 of A.P government having been prepared or 
philosophy has committed itself to the reform process induced by the V 
Bank's agenda. The Janmabhoomi programme, initiated by the govern 
with the objective of involving people in the development progran 
ironically operates through mechanisms like self-help groups, stake ho. 
(read "interested groups"), user charges. 


While the forces of liberalisation are pulling the regime tow 
market economy, deregulaitng itself and aiding the private interests 
regime moves away from the democratic goals of the state. It creates a sc 
between the politics of regime and the objectives of the state. Naidu's re; 
trying to get out of the fiscal crisis, made it a justification for the liberalis: 
programme at the cost of social equity and justice. Efficiency, compet 
and profit making are made to replace the transformation agenda o 
State. 


It is in this context that the institutions of the state are mould 
suit the interests of the market. The question of governance has assu 
primacy in the contemporary political discourses because of the converg 
of sorts between the statist and market view points. Both tend to unders 
governance as capacity of the institutions to manage the resources efficie 
(Government of Andhra Pradesh, 1999). Although the collaboration 
civil society organisations in the management of resources is consid 
the citizen still remains subordinated to the priorities of the institutio: 
the state and market. "Many of the institutions that support market: 
provided by the state. The ability of the state to provide these instituti 
often referred to as governance" (World Bank, 2001). The citizen's ac 
to the resources is denied in the discourse on governance. 


The case of Andhra Pradesh is a matter of interest precisely 
series of policy interventions that created a complex scenario in the do. 
of local governance, particularly after the 73 Constitution Amendment 
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1993. Sometimes working at cross purposes and creating its own 
contradictions and conflicts, all policy pronouncements make peoples 
participation as prime objective. It is of a matter of concern in the study that 
which way these policies and new institutional setting are trying to define 
participation and its implications for citizen involvement. For instance, 
Janmabhoomi and other allied activities have virtually undermined the role 
of Panchyat Raj Institutions (PRIs) in all development programmes (Krishna 
Reddy, 2002). There are about seven to ten “community based organisations" 
(CBO) in every village which function almost parallel to the panchayats. 
The CBOs - Village Education Committee (VEC), Vana Samrakshana 
Samithi (VSS), Water Users Associations (WUA), Janmabhoomi Habitation 
Committee, Mothers Committee, Health Committee, Watershed Commities, 
Committee for youth to review Chief Minister's Empowerment Programme 
for Youth (CMEY) and Self-Help Groups (SHGs) like Development of 
Women and Child in Rural Areas (DWCRA) groups - among which only 
two i.e., VEC and WUA are the statutory and the rest function by fiat of the 
government orders - most of which might as well be performed by the 
committees of Gram Panchayats (GP), as all these functions fall within the 
purview of the PRIs. Thus, the present legal framework not only regard the 
resources as commodities but also legitimise the market logic in accessing 
them. The consequence of this would be that the citizen is perceived as a 
consumer of resources and the user must pay for it. The question of rights of 
the citizen over common resources takes a back seat. The resultant conflicts 
over the access to resources create tensions among different communities. 
Thus it creates conducive ground for the market expansion and the conflicts 
as sought to be kept outside the purview of political resolution. Perhaps, 
this is what undermines PRIs in the present scenario. 
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The Development Illusion and Degradation 
Under the Global '‘Development' Model 
and the Global Resistance 


Dr. K. Chakradhar Rao* 


If imperialism is the culmination of the development of capitalism 
and reaching its highest stage, the present phase of globalisation is the 
advanced stage of imperialism. Faced with the problems of over production, 
dwindling natural resources, excessive growth of finance capital, 
accumulation, concentration and centralisation of capital and falling rate of 
profit, the corporate giants(TNCs) of the advanced Capitalist countries in 
the post-colonial period have been in dire need for access to the economies 
and markets of the Third World countries - the former colonies of Asia, 
Africa and Latin America. Impelled by this historical necessity, the imperialist 
force (G-7 countries) led by U.S.A have been making all efforts since the 
seventies of the last century to dismantle all barriers to such access and to 
realise the goal of an integrated world market and global capitalism based 
on a neo-liberalism which would ward off the impending stagnation and 
crisis and provide a fresh lease of life to their capitalist growth. With the fall 
of Soviet Union and end of the cold war, the Imperialist forces emerged 
stronger in the unipolar world order. Thus globalization gained momentum 
in the 1990's with a greater flow of finance capital to third world countries, 
establishment of the WTO regime and growth of internet technology. 


‘Globalization’ Model of Development 


The Imperialist forces have been frantically trying to export and 
impose a globalised universal model of development in the place of different 
models pursued by the developing countries. The essentials of this globalised 
model are free market economy, free enterprise, free trade, free competition, 


* Former Professor of Economics, Osmania University, Hyderabad. 
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individualism, and development through private initiative and investi 
and private profit and accumulation of capital by the capitalists. The st 
role is to be minimised to that of a facilitator of this process and a 
interventions in the form of planning, public enterprise, pricing 
redistributive and welfare mearsures have to be abandoned. Having gz 
control over the UN and all other international organisations, the imperil 
have been using the IMF, World Bank and WTO as means in imposing 
global model through their programmes. 


Development and Underdevelopment 


At the global level, the advanced capitalist countries of the 1 
are gaining immense opportunities for their capital, commodities 
technology in the developing countries, but also control over the wealtt 
resources of these poor countries. The ruling elites of the poor countrie 
becoming facilitators and collaborators in the drain of resources, w: 
and the economic surplus from their countries, making them depende: 
foreign capital, borrowings and technology. The external debts of 1 
countries are rapidly increasing. Thus development of the advanced coun 
and underdevelopment and impoverishment of the poor countrie: 
simultaneously taking place under the global model, leading to incre 
poverty and unemployment in the poor countries. The inequalities bet 
the two types of countries are also increasiong rapidly. 


Countries such as Argentina, Brazil, Mexico, Philippines and 1 
East Asian countries which have adopted this global development n 
have experienced many kinds of degradations and India after adoptin; 
model since more than eleven years now, is going though such an experi 
It will be pertinent to look at the degradations this model is causing in I 


Economic Reforms 


As a part of this global model, the Govenment of India an 
State Governments have entered into agreements with the World Banl 
WTO, and accordingly are undertaking economic reforms towards struc 
adjustments. The reforms in India consist of delicencing, deco1 
deregulation, diluting the plannin g process, privatisation, marketisatio 
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corporatisation of the public sector industries, infrastructure and social sector 
services and raising their user charges, tax reforms and reduction of corporate 
and commercial taxes and customs duties, financial sector reforms and 
reducing interest rates to promote private investments, liberalising trade and 
investment flows under the WTO agreements and cutting down subsidies, 
welfare expenditure and jobs in the government sector. 


The appropriateness and relevance of these reforms to a developing 
country like India with vast poverty, unemployment and inequalities are 
questionable from the point of view of philosophy, theory or policy. 


The Development Illusion 


The globalisation ‘development’ model pursued in India Clearly has 
two faces. While the first one is the ‘development illusion’, the second face 
is the degradation caused by it. A big dazzling ‘development illusion’ is 
created among the people by the imperialist forces including the TNCs, the 
international organisations, the internal monopoly corporates, and the 
political and bureaucratic top echelons at the helm. The illusion comprises 
of the flooding of the markets with a variety of consumer goods, glittering 
show rooms, super and mega shops and markets, sky scraper business 
complexes, consumer exhibitions, fashion parades by models, beauty 
contests, aggressive salesmanship, liberal consumer credit promoting 
consumerism, modern telecommunications, transport, banking, leasing and 
finance, insurance, star hotels, clubs, bars and pubs, the all powerful film, 
electronic and print media, the imposing advertisements, the ever new 
automobile models, the Jeans and other fashionable apparels, the pop music 
and dances, orchestras,the computers and internet technology, the e- 
commerce, e-services, e-governance, e-education, and the knowledge 
society!, amusement parks, travel and tourism, the top-heavy salaried 
business executives, their high-flying life styles etc. 


A much greater illusion created is through the pronouncements and 
publicity that the global model and the reforms there-under ensure rapid 
economic growth, with a high rate of growth of the economy significant 
increase in the jobs, drastic reduction in the poverty and the accrual of good 
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results of the model to all the people. Let us see in the following ana 
how these living standardas are confined to a small class of rich and u 
middle class and how the vast majority of the masses are experiencing val 


kinds of degradations. 


The Degradation 


While the global development model and the constituents ©: 
‘development illusion’ are relevant for the richer classes and their fu 
prosperity, they are causing degradation and misery of various kinds t 
vast majority of the masses of the people in India. The people facing 
degradations are the unemployed youth,the artisans, agricultural labou 
workers of the unorganized sector, industrial workers, employees, peas 
the poor, the Dalit bahujans, women, the people in the drought-prone 
bakcward regions and those in the small industry and small business. 
degradations they are facing are economic, social, environmental, polit 
cultural and human. Let us look at them briefly. 


The notion that a higher growth rate of the economy benefits pe 
at large is proved to be a misnomer. Firstly, the average rate of gro 
which was 5.8% in the 1980s and 6.1 % in the 1990s, is experienci 
sliding down in recent years. The growth rate for 2001-2002 is said 1 
about 5.4%, which is less than that of for 2000-2001. Secondly, a high gr 
rate by itself has little relevance for the masses of people if the distribt 
is inequitable. In a market-oriented economy in which inegalities in inc 
distribution increase, there is an inherent contradiction between growtt 
distribution. So also there is a contradiction between growth and employ: 
generation, since a higher growth is generating lesser and lesser jobs. 
employment elasticities of national income has a declining trend durin. 
last decade and the employment growth rate decreased from 2.3% to a 
1%, and the unemployment growth rate increased to about 8%. As a re 
the magnitude of educated unemployment is about 3.5 crores (NSS 
Round) and the total unemploymenet of work force is more than 10 c1 
out of the 40 crore work force in the 100 crore population of the cou 
Because of the growing unemployment and increasing inequalitites, po’ 
has increased from 36% to 45% in the last decade. Thus, the belief tha 
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globalisation model generates more jobs, reduces poverty and has a wider 
spread of the fruits, is proved to be false. 


The artisans are losing their occupations, there are suicides not only 
among artisans but also among the peasants, and their proletarianisation is 
taking place. Workers and employees are facing insecurity due to increasin g 
casualisation and contractualisation and their ri ghts are being curtailed. Lakhs 
of small industires and businesses became sick. More and more people are 
forced to join the ranks of the unorganised workers (92%). All this is resultin g 
in further impoverishment and immiserisation of the Dalit-Bahujans, women 
and the poor. Youth and old people are facing insecurity. Though food grains 
production increased to 210 million tones and the buffer stocks increased to 
more than 60 million tones, the malnutrition and hunger are on the increase. 
Starvation deaths are common. Child labour is on the rise and child-sales 
are taking place. Insecurity of people is reflecting in the rising suicides. 
Increasing environmental degradation is causing disease, misery and death. 
The democratic content of our society and state is eroding and the human 
rights situation is worsening. These are not mere alyssums raised by skeptical 
few but real life experience of a vast majority. 


Thus what is stated to be development is not true development at 
all. It is a total distortion of the concept of development. What is really 
happening is the increasing prosperity of the rich and immiserisation of the 
vast masses of the people. Increassing acuumulation of wealth and capital 
by the rich is being depicted as development. 


Global Resistance 


The fast increasing inequalities between the rich and poor countries 
and impoverishment and immiserisation of the people in the developing 
countries (like india) under the globalisation model is attracting opposition, 
protest and resistance from people across the globe. People from developing 
and developed worlds are increasingly joining these resistance movements. 
The protest demonstrations in Washington, New York, Geneva and Seattle 
demand a change of policies of the World Bank, IMF and WTO. The World 
Social Forum, is spearheading a world-wide mobilisation against 
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globalisation and demonstrating that an alternative development is possi 
The issues raised are heavy debts of the developing countries, increa: 
access to the resources and wealth of these countries to foreign invest 
and people of developing countires losing their freedom to pursue their « 
path of development and also losing soverignty. 


These are very pertiment issues indeed and the global resista 
movement needs to be strengthened and expanded to make the globalisa 
to retreat, allowing the people of developing countries freedom to ev 
their own models of development. 
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Current Phase of Globalisation 
and Financial Instability 


K. Venkateswara Rao* 


Financial markets existed even before capitalism. As noted by French 
economic historian Fernand Braudel, there were active securities markets 
in Genoa, Florence and Venice as early as 14" century. The first modern 
stock market especially as to the volume of transactions, appeared, however, 
in Amsterdam. The centre of finanacial market shifted in the last six hundred 
years from Genova, Venice to Amesterdam to England and finally to U.S. 
Karl Marx mentioned this in Capital Vol.3: with the national debt arose 
international credit system which often conceals one of the sources of 
primitive accumulation in this or that people. Thus the villanies of the 
Venetian thieving system formed one of the secret bases of capital wealth of 
Holland to whom Venice in her decadence lent large sums of money. So was 
it with Holland and England.” By the beginning of the 18th centruy - Holland 
had ceased to be the nation preponderant in commerce and industry. One of 
_ its main lines of business therefore, ‘became’ the lending out of enormous 
amounts of capital especially to its great rival England ‘and then’ same thing 
is going on today between England and United States. From the very 
beginning, the flows of financial capital has been an integral part of 


globalization. 


However, in the second phase of imperialsim, which Lenin described 
as the highest stage of capitalism, the main characteristic feature was not 
industrial capital but finance capital. Industrial capital became dependent 
upon finance capital and the industrialists depended upon bankers. During 
this period, finanace capital was exported to backward countries by capitalists 
to augment their rates of profit, capitalism became monopoly capitalism 
because of concentration and centralization and this phase was connected 


* Former Professor of Political Science, Visakhapatnam. 
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with the struggles for the division of the world. This stage of colonis 
was different from previous stages of colonialism. 


Current Phase of Globalization and Finance Capital 


Financial market and real market are interlinked and they int 
and affect each other. Financial market is a part of the economy, and as 
well developed financial market is one of the prerequisits for the grow 
the economy. With the increase in the volume of world trade, world o1 
and globalization of production process, cross border financial flows 
increased and financial markets in the world have become interconne 
Any instability in the financial market affects the real market econ 
growth and employment which will adversely affect the lives and livel 
of ordinary working people. So they have a stake in the stability o: 
financial markets, both national and global. There arises the need fo 
people to know and understand the financial market which became 
complex today. 


The major characteristic of financial market is vast scope 
speculation. In the seventeenth century there were speculative explosi 
one in 1630s, a big explosion in Dutch, called Tulipomania and, the ¢ 
one called Mississippi Company, in France in the begining of 18" cer 
involving speculators like John Law, Robert Harley and his south 
company. 


This trend has been continuing today. There are speculators, Mic 
Milken, Donald Trump, Kathan Parekh, and Nick Leason and some m 
institutional explosions in 1990s. Shell Seike, a Japaness subsidiary of R 
Dutch, lost 1.1 billion dollars in 1994, the government of Orange cot 
California suffered a loss of $ 1.4 billion, and the Dailoa Bank suffer 
loss to the tuen of $ 1.1 bill. In 1998 and Long Term Capital Manager 
(LIM) suffered a huge loss of more than $ 4 billion in 1998. Two fac 
that contribute most for instability and speculative explosions in the finar 
market are : one deregulation of the market as a part of rejuven 
neoliberalism initiated by Ronald Reagan in U.S. and Margarat Thatch: 
England in 1980s; and the second one, most of the transactions in the finar 
market are leveraged transactions. 


WE ry 
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Factors Behind Financial Flows 


Euro dollars with steep hike in oil prices in 1973, the incomes of 
the oil exporting countries increased and those countries deposited their 
petrodollars in European banks. Hence the liquidity in the financial market 
and the dollar deposits in banks increased. These accumulated deposits forced 
the banks to lend to third world countries which eventually led to debt crisis. 


Liberalization and Deregulation 


Both national and international financial markets were liberalized 
in 1980s. In developed countries the central banks were made independent 
and the governments voluntarily reduced their role in regulating the markets. 
1980 Deregulation Act was responisble for the crisis of savings and loans 
banks in U.S. Under pressure from World Bank and IMF. many developing 
countries liberatized their markets and allowed free convertibility and 
removed all restrictions on financial capital inflows and out flows. With 
flexible interest rates and exchange rates, short term financial capital has 
been flowing in and out to take advantage of charges in interest rates and 
value of currencies. In developed countries, pension funds and other small 
savings have been institutionalized. These financial institutions are investing 
in global financial markets. Much of financial assets in developed countries 
are now finding their way into mutual funds, hedge funds, pension funds 
and investment trusts rather than banks. Between 1950-1997, proportion of 
U.S equity market (in percentage) owned by institutional investors increased 
from 6.1 percent to 48 percent. In 1980, banks handled 58 percent of savings 
and investment transactions in the U.S. economy, and institutional investors 
held a 31 percent market share. B y 1994, the bank's proportion had fallen to 
33 percent and that of institutional investors had jumped to 44 percent. 


Technological Advances 


Advances in information and communication technology have 


_ played a supportive role in globalization of financial markets. Now, financial 


markets are open twenty-four hours and capital flows can take place in a 
matter of minutes. The advances in communication have drastically reduced 
the costs in moving money around the world. New financial instruments 
like derivatives and hedge funds have been created. They increased the 
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investment opportunities for institutional investors. The volume of sele 
derivative instruments between 1991-1996 increased from $7968 milli 
$ 4177 billion. 


The structural economic crisis, after three decades of golden 
for capitalism, engulfed all the developed countries and the opportun 
for productive investment have declined. The over production problen 
been compounded with the economic development of some Asian count 
The output share of developed countries to total world output became smi 
So the capitalists shifted their capital to financial market. 


The accumulation process has been financialized and new finat 
instruments, stocks, bonds and portfolio investments, have become 
instruments of wealth creation. 


Fianance Capital 


International finance capital in the current phase of globalizati: 
different from finance capital at the beginning of the twentieth centur 
described by Lenin. Today, finance capital is not identified with any nat 
There is one world finance capital market and the capital can flow to 
part of the world without restrictions. 


The original function of global financial market is to facilitate 
cross border trade and investment. But today that relationship between w 
output and trade and finance capital flows has vanished. The volum 
finance capital flows is a number of times larger than world output 
trade. The foreign exhcange market is the largest market in the world to 
Over $ 1.49 trillion worth of financial transactions take place on an ave! 
every single day, where as in 1977 the daily turnover in forex markets 
just $ 18 billion. Forex trading has grown much faster than internatic 
trade in goods and services. In 1997, the global volume of exports of go 
and services was $ 6.6 trillion (this comes to only aproximately 4 day 
global forex trade) if one compares global forex trade with the world C 
($ 29.2 trillion in 1988) it is more than ten times the world GDP. In 
global financial markets, more trade in financial instruments, securi 
derivatives and bonds is taking place. The total dollar value of all investn 
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grade securities world-wide that could possibly be issued is upward of $ 15 
trillion, roughly five times the value of annual world output. The world 
bond market has grown from $ 2 trillion in 1980 to $ 25 trillion in 1998. 


Present globalized finance capital has the tendency to exacerbate 
the economic crisis, which requires government intervention to implement 
expansionary policies, but globalization precludes Keynesisn policies of 
demand management in individual countries because of the neo-liberal 
policies and conditionalities stipulated by IMF and World Bank which forms 
a key part of the so called Washington Consensus such as withdrawal of the 
state from the economy, and economic policy, making heavy reliance on the 
free market, deregulation, privatization and liberalization, austerity budgets 
and high interest rates which have been at the centre of the conditionalities 
attached to IMF and World Bank loans for the countries in crisis. 


These policies the "one size fits all" approach, in the case of the 
Asia accentuated the crisis and this approach was criticized by the World 
Bank Economist Joseph Stiglity. The Asian countries eventually had to sell 
their assests for a song, which is a common occurrence in developing 
countries. 


Neoliberal Policies and Financial Instability 


The current phase of globalization, as already mentioned, has been 
a neoliberal globalization which could synonymously be called imperialism 
under the hegemony of the U.S. The neoliberal policies have been the main 
cause of financial instability and stagnation. 


During the last two decades, they stem from the inherent 
contradictions of the neoliberal financial reform model. This regime renders 
developing countries vulnerable to financial instabiliy and crisis, economic 
stagnation and shifts power and resources to domestic and foreign financiers. 
So, the pattern of recurrnet financial crisis in developing countries will repeat 
itself so long as the hegemony of the neoliberal financial regime stands 
unchallenged. This proposition has been proved correct by the Mexican 
financial crisi of 1994-1995, the Asian crisis of 1997-1998, the ones in Russia 
and Brazil shortly thereafter, Turkey in early 2001 and Argentina today. 
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Some Factors that cause Financial Instability 


Major share of the capital flowing into developing countries is | 
invested in short term portfolio investments. They are so easily reve 
and exacerbate macroeconomic instability. Large and sudden outflo 
capital depress asset values and start a vicious cycle of additional fligh 
currency depreciation. Panicked investors sell their assets to avoid the 
capital losses brought about by anticipated future depreciation of cun 
and asset values. Events in Asia in 1997 is a good example of this scet 
Financial instability in one country or area will have a contagious effec 
is likely to spread to other countries. 


After the abolition of the Bretton Woods system of exchange 
and the neoliberal financial reform, the nation's currency is very vulne 
to fluctuate every second of the day. Appreciation of the value of the nat 
currency will hinder the exports and depreciation will lead to inflation. E 
way, currency instability will lead to instability in the real market. 


Neoliberal financial reform increases the opportunities for inve 
to secure project financing and to trade assets. In nearly all cases, neoli 
financial market has induced a speculative bubble in commercial real e 
and land development, and stock prices and an environment wherein 
lending over borrowing and over investing are the norm. These typ 
investments provide opportunity for massive capital gain and they « 
take on the characteristics of speculative activities. Speculation led econo 
have high levels of risk and fragility. Over extended investors and borro 
are extremely vulnerable to reversals of capital inflows, to changes it 
cost of finance and to depreciations of the domestic currency.The coll 
of a speculative bubble often leads economies down the path to fina 
crisis, stagnation and unemployment. Neoliberal financial reform obst 
progressive policies. Policy makers in developing countries have al\ 


faced constraints on their ability to pursue independent economic and s% 
policies. 


Some Proposals 


The developing countries should have the option of maintai 
capital controls and should have the soverign right to allow capital inf 
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selectively in their interests. A tax on short term financial flows such as the 
Tobin tax should be levied. 


There is seed for decmocratization of IMF and World Bank on the 
basis of one country one vote, unlike the present approach which gives control 
to imperialist countries based on their contributions to the fund. There should 

_ be international management of exchange rates. A more stable system of 
currency exchange rates needs to be established. Speculative investments 
should be discouraged. 


' The problems associated with implementing the above proposals 
» are political. The nation state is not anachronistic. Still the state is the agency 
to make appropriate economic policies for self-reliant economic 
development. The million dollar question facing the people is how to work, 
rather struggle, for the establishment of a government that works in the 
interests of people. 
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“.... hat the universality of class struggle originates with 

particularity of person and that class politics must translate b 
to that person in meaningful ways. The alienation of the indivic 
is, therefore, an important beginning point for politics and it is | 
alienation that cannot be overcome... that alienation cannot 
addressed except through collective struggle and that me: 
building a movement that reaches out across space and tim 
such a way as to confront the universal and transitional quali 
of capital accumulation. Ways have to be found to connect 
microspace of the body with macrospace of what is now ca 


1” 


‘globalisation’. 


— David Harvey (1 


